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PREFACE 


For more than twenty years, and particularly since the great 
depression, Soviet Russia was a promise to some, a rhallengc 
to many, and a symbol to all. To-day it is, at the best, a riddle. 
A riddle hardly to those who have always asserted, howe\ cr 
wrongly, that Fascism and Bolshevism arc only two names for 
bne and the same thing; but it is a riddle to all those ^v•ho ha\e 
sympathized with the ideals of the Soviets and with their 
efforts to realize them in a world where political idealism had 
become almost synonymous with political impotence. 

This sympathy had been sorely tried, though never com¬ 
pletely forfeited, by a scries of bewildering events. Vet it was only 
the invaluable service rendered by the Russian Government, 
during a highly critical peripd, to aggressive Fascism—the 
mortal enemy not only of progress and democracy, but especially 
of the ideals for which the Soviet Union professes to stand— 
which has conclusively proved that Soviet Russia is not what she 
asserts to be. Even if the motives of Soviet support for Nazi 
Germany arc most charitably explained, this result of Soviet 
policy would be alone sufficient to warrant a rejection of the 
claim that Russia can be regarded as the ‘country of Socialism.’ 

This statement has been contested long before the Nazi- 
Soviet pact. E.\-Communists of various shades, disillusioned 
foreign sympathizers, newspaper correspondents, and escaped 
political prisoners have tried for many years to disprove it. 
But their attacks were sometimes obviously inspired by partisan 
feeling and personal resentment, frequently they cancelled 
one another out and they never seriously shook the widespread 
conviction that the Soviets were, after all, on the right way 
to overcome their difficulties. In particular, the often excellent 
reports of the Moscow correspondents of the great papers were 
much more favourable to the Soviet Government during the 
years from 1934 to 1939 than ever before; and visitors of all 
lunds, amongst them experts in various fields, in dozens of 
books corroborated by their own experiences many official 
assertions. 
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The same contradiction between fairly creditable claims 
of great achievements and incontestable evidence of grave 
failures can be found even in official reports and in the speeches 
of the various Soviet leaders. With all their array of figures 
and their proclamation of epoch-making successes they leave 
lichind them the same vague feeling of dissatisfaction as a study 
of unofficial literature; the impression remains that there is 
still something difi'erent and very important in the background. 

This book attempts to discover the reality behind the highly- 
coloured surface. It is not a ‘secret history’ in the sense that 
it reveals hidden facts and the personal motives of the Soviet 
leaders; it is not a history at all in the sense of a collection of 
facts for their own sake, but a historical analysis of the social 
forces which between themselves have shaped Russia’s destiny 
since 1917. Thus it is with facts and actions that tliis book is 
mainly concerned, and wherever it deals with theories it docs 
not examine so much their intrinsic value as their agreement 
with the facts and with the actions of their creators and 
supporters. 

This point is of great importance, for the central problem of 
Soviet Russia is the transformation of a movement inspired 
by great ideals into the narrow-minded, self-centred, and 
short-sighted regime of to-day. This great and tragic change 
can be adequately measured by the conflict between the facts, 
as far as they can be ascertained, and the claims and theoretical 
assertions of the Communists, and it can be -adequately ex¬ 
plained by a detailed examination of the actions of the 
Communists themselves. 

Thus it is impossible to understand Soviet Russia without 
incisive criticism; but this criticism must start not from the 
aims and ideals of the observer but from those of the Commun¬ 
ists. He may be well aware of the great value of liberty and 
democracy and the dangers of their suppression. But liberty 
and democracy arc possible only in certain conditions which 
were conspicuous by their absence at the time of the Soviet 
revolution. To blame the facts for their disagreement with the 
opinions of the critic may flatter his prejudices, but facts arc 
stubborn opponents, and no amount of declamation can explain 
them away. 

If the method applied in this book leaves little room for 
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dramatic condemnations and rhetorical apologiae, it ought to 
show the working of the real forces behind the scenes of politics 
and propaganda. It cannot pretend to an exact knowledge 
of the motives and intentions of Stalin and Molotov, but it 
can show the needs to which their actions respond. As the 
present leaders of the Soviet Union are abo\e all practical 
politicians and only very mediocre thinkers, this method should 
provide at least as safe a guide to the understanding of Soviet 
policy as speculations about ‘Stalin’s real plans.’ 

Whether the following analysis is a convincing solution of 
the ‘riddle’ of Russia cannot be decided in the preface. But it 
may be permitted to point out two limitations which had to 
be accepted from the outset. Soviet Russia is still Russia; the 
influence of Russian history on modern conditions is both 
obvious and profound, and many descriptions of the Soviet 
Union suficr from their authors’ ignorance of old Russia. As 
the main purpose of this book is not descriptive, the historical 
introduction could be reduced to a short and necessarily 
simplified sketch of the most important social facts and tenden¬ 
cies which is neither intended, nor can it serve, as a history 
of some of the most fateful decades of Russian development. 
Likewise it has not been attempted to follow the history and 
theories of the Bolsheviks from their beginnings up to the 
revolution of 1917; the literature on this subject is ample and 
almost exhaustive. 

By concentrating on the main problem—the transformation 
of the ruling party under the impact of powerful social forces, 
and the reaction of this process on social development—many 
finer threads contributing to the texture of history had to be 
arbitrarily broken. To use a diflTercnl picture, this book is not 
a complete social history, but only its anatomy. Yet it has been 
said that a surgeon without anatomy is like a mole—he fumbles 
in the dark and leaves mounds beliind him. This may be more 
than a clever witticism, when applied to statesmen and 
politicians. 


E. STRAUSS 
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CHAPTER ONE 


THE BIRTH OF MODERN RUSSIA 

Soviet Russia was not built according to abstract principles, 
but developed on the basis of Russian social and economic con¬ 
ditions. After a revolution of unprecedented vehemence, many 
pre-revolutionary problems reappeared in new guise and had 
to be solved by the new regime. It was much easier to denounce 
the weakness and corruption of the Tsarist regime, and even 
to overthrow it, than to get rid of this ‘inheritance.’ 

In Western Europe the modern capitalist system developed 
slowly, and the sufferings of its victims, terrible though they 
may have been, were distributed over many generations, 
thereby losing the greatest part of their revolutionary momen¬ 
tum. The remnants of ‘antediluvian’ social organizations were 
systematically and thoroughly suppressed by the forces of the 
new order, but the pace of this process was, as a rule, slow 
enough to enable the victims (or their children) to adapt 
themselves to the new situation. 

Russian capitalism, on the other hand, wa.s imported from 
abroad in a highly-developed form. It had not, as in Japan, to 
force its way into the country by the use of warships and naval 
guns, but was attracted by the ruling powers themselves with 
large promises and even larger profits. Tsarism, one of the 
dominant voices in the dissonant European Concert, was at 
a serious disadvantage as compared to its most important 
imperialist rivals whose wealth and industry increased by 
leaps and bounds, while Russia remained a backward peasant 
country. This backwardness was, however, incurable as long 
as Russia’s social organization was based on feudalism which 
prevented the growth of modern trade and industry. The 
crushing defeat of Tsarism in the Crimean War (1853-1856) 
made big internal changes imperative and inaugurated the 
period of reform which created the conditions necessary for the 
transforation of feudal Russia into a modern country. 

Russian history between 1861, the year of the so-called 
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liberation of the peasants, and 1917, the year of social revo¬ 
lution, was shaped by the conflicts between the growing forces 
of modern society and the still semi-feudal basis on which 

they developed. 


{1) The weakness of Russian capital 

Russia was up to the world war predominantly an agricul¬ 
tural countr)', and the town population amounted to only a 
little more than 13 per cent of the whole. Before the growth 
of capitalism the towns of Russia were not so much centres of 
production as centres of consumption. Many country towns 
retained this character up to the revolution, but since the last 
decades of the nineteenth century some industrial centres of 
a new type developed. 

Capitalism was imported into Russia on the high level of 
organization and technique attained in Western and Central 
Europe and in the United Slates during the last third of the 
nineteenth century. Its progress started at once with the 
construction of well-designed and excellently equipped modern 
plants, many of them of giant size. Russian factories were 
frequently larger and more up-to-date than the average plants 
in England and France, or even in Germany. 

Under Tsar Alexander II (the ‘Liberator’) Russia, with the 
exception of some districts in oppressed Poland, disposed, 
neither of a modern industrial system nor of industrial enire- 
preneurs. Thus not only machinery, technical processes and 
raw materials, but also capital and capitalists had to be im¬ 
ported from abroad. The amount of foreign capital invested 
in pre-war Russia was easily the highest in Europe, and one 
of the highest in the world. During the live decades between 
the liberation of the serfs and the outbreak of the Great War 
of 1914 the worst children’s complaints of Russian industry 
were overcome, and a growing industrial and commercial 
middle-class was formed by native merchants and manu¬ 
facturers with more than a sprinkling of foreign bankers, 
commercial managers and technicians. But this bourgeoisie 
still remained numerically weak, socially dependent and 
politically impotent against the feudal aristocracy and the 
Tsarist State. 
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The industrial workers, on the other hand, remained for a 
long time a social hybrid class maintaining very close relations 
to the village. It differed markedly from the industrial working 
class of Great Britain or Germany, where the labour mo\ cmcnt 
had wrung substantial concessions from the empNjycrs. and a 
great part of the Russian workers lived considerably below the 
poverty line. Neither the wages of the industrial workers nor 
the earnings of the poor peasants sufficed to keeji them and 
their families the whole year round; they had to combine 
agricultural and industrial work in order to eke out their 
scanty living. But the hard lessons which these peasant-workers 
were daily taught by the misery of their e.xistcncc were, for 
once, not in vain. Their intolerable living conditions induced 
them to energetic actions of protest and defence. The sup¬ 
pression of a free labour movement by the Tsarist State led 
them on to political mass strikes and rcxoluiionary’ risings, 
however desperate and liopclcss the struggle might have 
seemed at first. Thus it was in backward Russia that the 
doctrines of modern Socialism found the most favourable 
soil for their propagation and in lime their boldest application. 


(2) The Iransformation of the village 


Almost 87 per cent of the Russian peoples lived in villages. 
An approximate description of their social composition may 
be seen in the conditions of land tenure according to the 
census of 1905; 

A'umber of Total eua Averagt oua 

farms of land /<f f\tm 

{h d(s$i(itir\(s) 


Poor peasants .. 10,500,000 

Middle peasants 1,000,000 

Bourgeob and capital farms .. 1,500,000 

Estates .. 30,000 


75,000,000 70 

15,000,000 15*0 

70,000,000 46 • 7 

70,000,000 2 , 333 ‘® (0 


Only 30*8 per cent of the peasants cultivated more than 
4 dessiatines (about to acres) of land, and only 23-5 per cent 
owned more than one horse. (2) 

Both before and after the liberation of the serfs misery was 
endemic in the Russian village. The liberation itself was an 
expensive luxury for the peasants. They lost not only part of 
the soil which their forefathers had tilled for centuries, but for 

B 
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more than forty years they also paid large sums as compen¬ 
sation to the landowners. Meanwhile taxes were rising without 
interruption, for the muzhik was largely responsible for the 
upkeep of the bureaucracy and the scr\icc of the lowcnng 

public debt. 

'I he home market of this agricultural country was largely 
based on the exchange of foodstuffs and raw materials by the 
peasants for manufactured goods. But the existence of a land¬ 
owning aristocracy and a rapacious bureaucracy severely 
restricted the scope of this exchange. The peasants had to sell 
a large part of their produce in order to pay taxes to the State 
and rent and interest to the landlords who spent their income 
either abroad or for imported luxury goods—in any case 
outside the sphere of Russian industry. The peasants who 
could be counted upon as customers for the cheap mass pro- 
duct.s of Russian industry, frequently remained without 
sufficient funds to buy them. 1 hus the liberated peasantry did 
not come into full contact with the progressive industrialist, 
but above all with the most reactionary and pernicious 
exponents of money economy: the usurer who advanced the 
money required for the payment of taxes and rent, and the 
trader who bought up agricultural market produce at ruinous 
prices. 

The upper stratum of the village was very thin. 1 he village 
usurer or kulak (fist) was a familiar figure in every village, and 
round him grew up a small minority ol' comparatively well- 
to-do peasants which destroyed the old unity of the village 
community, the Mir. The social importance of the kulaks was, 
however, much greater than their numerical strength. They 
extended their farms by renting or buying land from the land¬ 
lords, they used better tools and implements than the other 
peasants, they possessed some horses and several licad of 
cattle, and employed some ruined peasants as labourers. 

The average peasants or middle peasants were numerically 
(he strongest element in the village, and comprised about 
two-thirds of the population. They usually possessed one horse 
and worked with mediaeval implements and without hired 
labour according to those primitive methods which kept 
Russian agriculture on the lowest level of productivity in 
Europe, although it could boast of some of the best land in the 
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world. They had a few head of cattle, sheep, or pigs, and just 
enough money to pay their taxes and to buy a few manu¬ 
factured necessities. 

At the bottom of the social structure of the villaiie stood 
the poor peasants with little or no land; this group was the 
recruiting ground for farm labourers, domestic servants, and 
industrial workers, whose number was, how-cver, also increased 
by the younger and more enterprising sons of the middle 
peasantry’. 

After the breakdown of the first Russian revolution (i9o*jj 
this decomposition of the originally homogeneous village 
community was deliberately furthered by the Government. 
The agrarian reform of Stolypin intended to create a well- 
satisfied agrarian middle-class which was expected to defend 
the Tsarist regime against the spectre of an agrarian revolution. 
The Mir was to be gradually abolished and prosperous 
peasants were encouraged to consolidate their farms and to 
concentrate on their own interests. But war and revolution 
destroyed the chances of this policy before it could hav’c any 
appreciable results. Thus it only serv-ed to intensify the existing 
social tension within the village, and contributed to the violence 
of the final struggle between the peasants and the beneficiaries 
of agrarian privilege. 

One of the most important contributions of industrial 
capitalism proper to the decomposition of the village was its 
effect on peasant handicraft which played a great j>art in 
many region.s of the country. These peasant-handicraftsmen 
(hislari) were largely dependent on their industrial income, and 
were either ruined downright by the competition of chc.tp 
mass products and compelled to become manual wage-earners 
in the newly-established large-scale factories, or they were at 
the mercy of the capitalist merchant who did not even pay 
them a fair wage for their labour. 

In the social pyramid of pre-war Russia, the peasants did 
not form a “lower middle-class” above the workers. Actually 
the Russian peasants cannot be compared to the French 
peasant-farmer of the nineteenth and twentieth centuries, but 
only to the French peasants of 1789, although they were free 
from personal fetters. But this freedom was in many cases only 
the prelude to utter ruin. There existed a large number of 
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peasants whose tuiy households, veo’ often deprived of cattle 
and implements, could not keep them and their families from 
stanation. They trod the countless roads of Little hlothcr 
Russia’ until finally most of them found their way into the 
{Ti-owins towns as workers in industr>-, transport and domestic 
occupations. During the summer they returned to their villages 
and helped to bring in the harv est. In time of depression they 
were compelled by the authorities to go back to the country, 
or they went volunlarilv in order to avoid starvation. The most 
backward elements of the town workers, they were the intel¬ 
lectual leaders of the poorer peasants and helped to spread 
revolutionary slogans in districts which seemed to be com- 
plctcly out of the reach of Socialist propagandists. The social 
pressure produced by this mobile poverty was prevented 
from exerting itself only by the heavy- counter-pressure of the 
Tsarist Slate. 


(3) Capital and Tsarism 

Capitalism attacked not only the basis of Russia s semi- 
feudal social system, but also its top. The Russian country 
gentleman became a tovvn-dvvcilcr, and the economic ruin of 
the aristocracy was accelerated through the rivalry in extrava¬ 
gance between the landowners and the rich merchants. Their 
c.statcs were heavily mortgaged, and the banks were not less 
interested in the size and safety of their revenues than the aris¬ 
tocratic recipients themselves. Not only the landlords but also 
their moneylenders were haunted by the spectre of agrarian 
revolution which would ruin creditors and debtors alike. 

Industry itself depended much more on the State than it did 
in Western Europe, and Western capitalists, though despising 
the submissivcncss of the Russian bourgeoisie to Tsarism, did 
not despise the phenomenally large profits of Russian industry. 

Last but not least, Tsarism, although by no means a political 
servant of capital, was the sole serious adversary of its most 
dangerous enemy, the industrial workers. 

On the other side, the Tsarist State was far from satisfactory 
for the bourgeoisie as an administrative mechanism. It was 
not ruled by Big Business, but by the aristocracy and protected, 
above all, the interests of the landowners, the officers of the 
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Tsarist army, and ilic bureaucracy. The bourgeoisie had but 
little political influence, and it had to pay for that little with 
hea\7 bribes. Apart from tliat, Tsarid bureaucracy was 
inefficient, slow and greed)-. The Russian army and navy were 
the domain of high aristocrats, and during the Ru^^o- Japanc^c 
War (1904-5) they were even worse directed and sujjplicd titan 
fifty years earlier during the Crimean War. -At home and 
abroad, the radical reform of the Tsarist State was the funda¬ 
mental condition of the free and unfettered development of 
Russian capitalism. 

This e.xplains the vacillating and, on the face of it, incompre¬ 
hensible attitude of capital towards the Tsarist regime. It was 
not strong enough to compel Tsarism by its own pressure to 
accept the minimum demands neccssar>' for its free gtowth, 
but it was unwilling to lead a violent revolution of the masses 
against the Tsarist regime. The most responsible leaders of the 
capitalist middle-class understood that only the working class 
would gather the fruits of determined political action. 

Whereas the bourgeoisie remained socially weak and politically 
impotent, the working class was much more acti\'c, energetic 
and powerful than would have followed from its numbers, 
for immediately before the war there were scarcely three 
million of workers engaged in Russian industry, mining and 
transport. (Only 15-1 per cent of the active poj>ulation were 
engaged in manufacture, mining, trade, commerce, traflic and 
communications.) (3) Compelled by their hard lising con¬ 
ditions, incited by convinced Socialist propagandists who 
understood that the downfall of Tsarism would be, at the same 
time, the end of capitalism, they waged a determined struggle 
against this political bulwark of exploitation and oppression. 

The bourgeoisie was allied to the Tsarist regime by important 
material interests, but it became the political prisoner of 
reaction by its justified fear of social revolution. Although 
hampered in every way by the backwardness and ineflicicncy 
of Tsarism, it did not dare to fight it because it was its strongest 
protection against the attack by the workers. 

The fundamental fact dominating Russia’s social develop¬ 
ment since the middle of the nineteenth century was the 
destruction of the primitive balance of feudal society by 
modern capitalism. But the capitalist system, though strong 
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i nouch to destroy the roots of Tsarism, was unable to establish 
its own regime in Russia. The decomposition of the village 
together tvith the powerfully developing labour movement 
combined to make its position untenable once the time- 
honoured obstacle of Tsarism had disappeared. 

The hnal imi)ulsc which brought about (his memorable 
historical event was the entanglement of Tsarist Russia in the 
Great War of 1914-18. All reasonable observers of pre-war. 
Russia were convinced that war would be but the p relu de 
for rc\oluiion. The barricades receiving M. Poincare, the 
French President, on his state visit to St. Petersburg in July 
191 .j, expressed not only the terrible internal conflict lacerating 
the Empire of the Tsars but they also indicated the power 
which was finally to osercome it. 



CHAPTER TWO 


THE EXCHANGE BETWEEN TOWN AND \ ILr,AGE 
AND THE STRUCTURE OF INDUSTRY 

Trade and Market were of Jess importance in pre-war Russia 
than in more advanced countries. The peasants were onl> just 
beginning to participate in the general dixision oflabour, and 
still satisfied almost ail their needs by their own and their 
families* labour—as far as they were able to satisfy tlicm at all. 
They needed the market above all in order to get the ready 
money required for rent and taxes, and only then could they 
think of buying manufactured goods for their own consumption. 
Whereas the economic existence of the towns depended on the 
supply of a sufficient quantity of foodstuffs and raw' materials, 
the peasants did not want so much to enlarge the scope of their 
trade as to change its character by the abolition of their one¬ 
sided payments. 

The general problem may be illustrated by the conditions of 
the grain trade, which was of paramount importance for 
Russia’s economic system. The larger part of the grain harx est 
was, of course, consumed in the country as foodstuff and fodder, 
stored for seed purposes or as a reserxx, and the remainder was 
sold on the market. ' 


{n) Gross PROotcrioN and 

' (6) Market Froductjon or Grain 

, 1913 


(Million 

Pood) 



• 

(a) 

ib) 




per ceni. 


\>tr ceni. 

Estates ., • 

600 

12 

alli - 6 = 

21 *6 

KulaL . 

1,900 = 

38 

(>50 

50 

Middle and sm.'iU peasants 

2,500 « 

50 

369 

284 

Total 

5»ooo 

100 

i,3ooG - 

tOO'O 


(i pood = about 36-1 lb.) (4) 

About one-quarter of the gross production of grain left the 
villages and was sent to the towns. This quantity was sufficient 
to feed the town population, the army, the urban cattle— 
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and the vodka distilleries, and almost one-half of it (about 
600 million pood or 10 million tons) was exported. Similar 
conditions prevailed in most of the other markets of agri¬ 
cultural produce. 

The total value of agricultural production in 1913 was roughly 
11,600 million roubles. (5) In view of the fact that grain was 
the standard food of the peasants, the share of market pro¬ 
duction in general was certainly higher than in the case of 
grain, probably not less than one-third of the total, or at least 
3,900 million roubles. The share of the large estates in this 
total was certainly lower than in the case of grain, say one-fifth, 
or about 800 million roubles, leaving at least 3,100 million 
roubles worth of agricultural produce marketed by the 
pca'iants. 

I his sum was not equally divided among the dilTcrenl 
social classes in the village. Tlie kulaks, tliough infinitely fewer 
in number, sold twice as much grain as the smaller peasants. 
Much more important, however, was the dilTcrent use 
made by the dificrent agrarian classes of the proceeds of 
their sales. 

'I he landlords could spend a large part of their gross income 
as net revenue—at least as far as they had not anticipated it by 
borrowing and had to pay mortgage interests to the banks. 

The peasantry as a whole received in 1913, the best year 
of pre-war agriculture, about 3,100 million roubles. Yet in 

1912 its total purchases of manufactured goods amounted only 
to 2,000 million roubles (6), leaving a gap of roughly 1,100 
million roubles. To this has to be added the value of peasant 
handicraft production which in 1913 was estimated at not less 
than 250 million roubles. The Russian peasantry as a whole 
did not manage to increase its capital, although a small 
minority of kulaks may have effected some savings. What 
happened to this very considerable amount? 

Above all, the peasants had to pay about 400 million roubles 
in rent to their past and present landlords {7), and the rest 
was hardly sufficient to permit the payment of taxes and of 
interest to the land bank. Among the public revenue during 

1913 direct taxes were responsible for 273 million roubles only; 
indirect taxes, customs and excise, on the other hand, brought 
in not less than 939 million roubles, and the vodka monopoly, 
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that pilJar and symbol of Russian backwardness, 800 million 
roubles! (8) 

The relics of feudalism artificially reduced the purchasing 
power of the countr>'sidc. In spite of that the peasant markc" 
was very considerable in its size. Russia as a whole consumed 
m 1912 industrial goods to the tune of 6,750 million roubles; 
amongst these were imported goods valued at 1.140 million 
roubles, which almost certainly were not consumed by the 
peasants. The value of manufactured goods produced by 
Russian industry may have amounted to 5,600 million roubles, 

. and the peasants bought not less than 45 per cent of all the 
goods sold to individual customers. (6) 

From the very beginning Russian industry had two very 
large customers, the State and the peasants. In the course of 
industrial development, the towns gained a more important 
position as consumers, but Russian industry did not cater very 
much for the use of the upper classes. The State with its arma- 
nicnt needs and its railways gave a strong impetus to the growth 
of coal mining and the metal industry. Consumption goods 
industries, on the other hand, grew primarily with the growth 
of the internal market, i.e the decomposition of the village. 
They produced cheap mass consumption goods for the peasants 
who paid heavily for these blessings of modern civilization. In 
particular, in the Moscow region developed a very considerable 
cotton industry producing the coarser grades of cotton goods 
in large quantities, whereas finer fashion goods for urban 
consumption came mostly from abroad. Metal industry fur- 
nishcd cheap hardware, simple agricultural implements, and 
much too little agricultural machinery. The provision industry 
gave the countryside the small amounts of sugar and salt 
M peasants were able to buy; and the vodka monopoly 
sold them 40 per cent spirits which were paid for not only by 
the I^t kopecks the peasants could muster, but also with their 
ne^th and their chances of intellectual development. 

^ niy one important trade has been neglected in this survey, 
VIZ. the oil industry. The discovery of large oil deposits in the 
extreme south of the Tsarist Empire greatly accelerated the 
industrialization of the country, and since the last decades of 

e nineteenth century oil was an important and very valuable 
export product. 
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On the cvc of the war, Russian industry was, in spite of its 
modern equipment and its huge plants, economically and 
technically still in a semi-colonial state. The trades working 
for the Stale and the requirements of the peasant masses were 
certainly more or less developed—but machinery’ could be 
obtained and maintained only by continuous imports from 
abroad. The capital goods industries in general, and machine 
construction in particular, were only poorly developed. Textile 
industry employed four times as many workers as this most 
important branch of modern industry'. At the same time, the 
exploitation of the rich natural resources of the country' was 
rendered extremely diflicult by the backwardness of the trans- 
jiort system. The weakness of Russia’s industrial structure was 
one of the primary reasons for the quick crumbling of Tsarism 
during the war and the success of the revolutionary movement. 
On the .other hand, it was one of the most fateful legacies by 
which the dead Tsarist Empire burdened its revolutionary 
successor. 

The economic structure of Russian industry was even less 
satisfactory than its technical composition. It was financed 
primarily by foreign capital, and only a small part of its profits 
could be used directly for the financing of new enterprises and 
the expansion of the existing plants. The bulk of its profits 
was handed over to foreign investors, and frequently definitely 
lost to Russian national economy. Thus the growth of Russian 
industry was artificially slowed up and its dependence on 
international capital perpetuated. A large part of Russia’s 
export proceeds was required for the payment of purely 
financial debts—interest of the Tsarist foreign debt, industrial 
debentures, dividends and profits—and no corresponding 
commodity values entered the country. Tliis economic dcpciltl- 
cncc of Russian industry on international capital had grave 
consequences for the development of Soviet Russia. The life 
of the Russian people was subordinated to the interests of 
foreign capitalists, and even the one-sided repudiation of hfer 
financial obligations did not free Russia from the permanent 
effects of this dependence. 



CHAPTER THREE 


PHE WAR YEARS 

The Great War was not only a political watershed but also a 
social factor of first-rate importance. It increased the pressure 
on the Russian peasantry, and, at the same time, enabled it 
in the course of time to gain an active influence on political 
development. Since time immemorial the guiding principle 
of Russian strategy had been the lavish use and abuse of 
human lives. The successes of this military technique declined, 
however, with the growing importance of technical and indus¬ 
trial factors in modem warfare. The Russian army consisted 
of the same element as the Russian people—peasants with a 
small minority of industrial workers. The longer the war lasted, 
the higher towered the numbers of conscripts, of wounded, 
and of dead. 

Not only the peasants in uniform, however, but also the 
peasants in the field and in their miserable izbas felt the increas¬ 
ing burden of the war. In spite of the low intensity of agri¬ 
cultural labour, the lack of millions of young and strong men 
'must have been felt very strongly. The peasants were even less 
able to do without millions of horses which were requisitioned 
by the army. At the same lime, the demand for foodsiufls 
increased abruptly for the soldiers had to be fed consider¬ 
ably better than the peasants. Rising prices certainly 
stiipulatcd the production of those farms which were able to 
produce for the market, but the total sown area decreased 
appreciably owing to territorial losses and the shortage of 
labour. 

The concentration of industry on the needs of the war 
reduced the quantity of manufactured goods available for 
the exchange between town and country. The peasants 
had certainly more money than before, but less, and more 
expensive, goods to buy. Even here the kulaks mono¬ 
polized the advantages of the situation and exchanged 
their foodstuffs for unheard-of luxuries, whereas the poor 
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peasants liad to buy their bread in the open market at 

rising prices. . 

One of the most important symptoms of the corruption and 

incfricicncy of the Tsarist bureaucrats was their treatment of 
the grain problem. In the year 1916 the lack of sufficient gram 
reserves was already a problem of great urgency, and hunger 
demonstrations occurred in the towns. In February I 9 t 7 > 
bakers' shops in the working-class \'yborg district of Petrograd 
were plundered by demonstrating housewives and the ensuing 
skirmishes between workers and police were the prelude to the 
great strikes and demonstrations which ended only after the 

overthrow of the Tsarist regime. 

I his great and une.xpcctcd result of a movement which 
started only as a series of hunger riots was made possible by the 
complete disorganization of urban economy and polit cal 
administration during the war. The two most complicated 
parts of the modern economic system arc the mcclianism of 
transport and that of finance; after some years of war efiforts, 
both were in a shocking state of disintegration. War eliminates 
all the ‘automatic’ safeguards of capitalist economy. The price 
level and the rate of discount of the Central Bank lose their 
importance for economic operations when the borrower is 
compelled to get the money regardless of the rate of interest, 
when the buyer is ready to pay any price. The enormous 
pressure of war expenditure threatened to overthrow the 
currency and pushed prices up to unheard-of heights. The 
situation of the railways became at the same time completely 
hopeless and was already getting out of control. The demands 
of the army on the transport system increased without inter¬ 
ruption, but industry was unable to produce new locomotives, 
waggons and rails; the situation was temporarily patched, 
up by drastic reductions of private traffic which severely 
aggravated the economic problems of the hinterland. Finance 
and transport were tlirealcned by complete collapse, and 
this economic catastrophe overshadowed the daily life of the 
population. 

On the other side, war was a source of huge profits for 
Russian capital. Industrial production, stimulated by the 
needs of the army, was still on the upgrade, although important 
industrial areas were lost to Germany. 
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In-dex of Industrial Product ion 

1913 100•o 

1914 loo-o 

1915 102-7 

1916 log-j (51 

While the employei-s were enjoying their war boom and 
strongly criticized the inefficient war administration of 
Tsarism, the economic position of the workers, wliich had been 
very unfavourable even before the outbreak of the war, deterior¬ 
ated from month to month. In the beginning of the war, the 
best elements of the Russian working class liad at once been 
sent to the front as notorious trouble-makers. At the same time 
they were, however, the best and most highly-skilled workmen 
of Russian industi*)', and war economy sufTcred by these 
measures at least as much as war police may have benefited. 
The average qualification of the industrial workers fell appreci¬ 
ably, women had to take the places of men, and lack of training 
and ability was balanced by longer hours and more intensive 
exploitation. 

Finally, the level of real wages could not be maintained on 
the low pre-war basis. Money wages were certainly raised, but 
prices rose much quicker; undisguised inflation was threatening 
and this fact was in itself enough to push prices up in advance 
of wages. The concentration of industrial production on war 
needs (and the loss of the Polish textile industry) reduced the 
quantity of available consumption goods, the growing food 
shortage impaired the standard of nutrition and physical and 

moral demands on the working classes increased from month 
to month. 

Thus internal conflicts were intensified by the war, while 
the Tsarist regime was greatly weakened by the crushing 
defeats of its armies. The workers and the peasants were faced 
by the choice between increasing war misery and the seemingly 
esperate attempt of a revolution. The bourgeoisie was de¬ 
frauded of the results of its ‘war efforts’ by the incapable 
leadership of the Tsarist army and administration. The decaying 
nobility, split by diverging interests and German gold, blinded 
With the blindness of perishing classes, enjoyed the court 
intrigues and the piquant stories of Rasputin’s reign. But in 
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spite of all, it was a genuine surprise for everybody when the 
event occurred which had been predicted so often. An energetic 
movement of the Pelrograd workers, the leaders of the Russian 
working class, broke the ring of steel wliich suppressed the 
forces and compressed the contradictions of Russia s social 
development—Tsarism was os erthrown. 
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CHAPTER FOUR 


CLASS CONFLICTS AND CLASS CO-OPF,RATIONS 

The February Revolution was a so-called ‘bourgeois’ rc\olu- 
tion because it had to fulfil all the tasks which had been 
accomplished in Western Europe by the revolutions of the 
seventeenth and eighteenth centuries under the leadership of 
the urban middle-class. But the Russian peasants and workers 
were not contented with overthrowing the ancien regime. The 
peat historical novelty of the February Revolution consists 
in the fact that after the victory workers and peasant-soldiers 
formed a stable and independent organization destined to 
play a decisive role in the progress of the revoIutionar>’ move¬ 
ment. The bourgeoisie regarded the newly-formed Provisional 
Government as its political c-sccutive committee, but the 
workers and soldiers in both capitals, in industrial towns, in 
large garripns, and even on the front, organized their own 
representative Councils or Soviets. 

The period of ‘dyarchy’ of the Soviets and the Provisional 
Government lasted from March to October i9i7_from the 
overthrow of Tsarism to the victory of the Bolsheviks. The 
Government made up for the revolutionary enthusiasm of the 
Soviets by its obvious reluctance to tackle those tasks which 
according to historical traditioh and political expediency ought 
to have monopolized its attention and the energies of its 
I^ders, First and foremost among them ought to have been 
the complete reform of the Tsarist State which was far from 
being a rational, efficient and dependable administration for 
the very purposes of capital. The Provisional Government, 
owever, did nothing of the kind. On the contrary, as far as 
It could it tried by foul means or fair to maintain or restore the 
authority of the Tsarist bureaucracy, for the old Tsarist State 
machme, and particularly the reactionary officer caste, seemed 
to be the sole remaining power capable of saving Government 
and society from the impending ‘chaos.’ 

As the bourgeoisie and its spokesmen in the Provisional 

c 
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Government welcomed the \ictor>’ of the revolution only the 
other day with much pathos and little taste, this attitude was 
very surprising indeed. 1 he reason for its failure as a revo¬ 
lutionary leader was, however, near at hand. After the downfall 
of Tsarism the urban middle-class was confronted by two 
enemies, either of whom was too strong for it. The working 
class, although according to all historical precedents engaged 
in a bourgeois revolution, clearly asked for more than merely 
free organization, political parties and trade unions, the right 
to strike and to make propaganda for its programme. Its openly 
proclaimed aim was not more and not less than the expropri¬ 
ation of the capitalists—and it was against this danger that Big 
Business appealed to the one power which seemed capable of 
maintaining its privileges—the ‘law and order’ of Tsarism and 
the remnants of its political and* military machine. 

This tendency was accentuated by the serious course of 
events in the Russian village. Anarchy had taken possession 
of the very basis of Russian society; the peasants rose, and the 
movement of the villages shook the ground under the feet of 
the capitalists. In Western Europe, the liberation of the 
peasants had been one of the fundamental tasks of the ‘bour¬ 
geois’ revolution and its best protection against feudal restora¬ 
tion. But the Russian bourgeoisie was intimately connected 
with the feudal aristocracy, and the confiscation of landed 
property was dreaded by the bourgeoisie not less than by the 
landlords. 

The clash of interests between the workers and peasants on 
the one hand and the leaders of business and finance on the 
other was not less direct in the most important political problem 
of the day—the liquidation of the war. Only the business 
classes were interested in the continuance of the war and 
wanted to go on with it after the fall of Tsarism, whose military 
failure more than anything else had driven them into oppo¬ 
sition to the Tsar. After the victory of the revolution they tried 
hard to keep Russia in the war. This attempt produced a 
deadly conflict between the Provisional Government and the 
peasant army, which demanded peace at any price, left the 
trenches and spread the spirit of rebellion against the authorities 
of yesterday through the endless plains of Russia. 

Anarchy meant workers’ control in industry, expropriation 
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of the landowners b>- the peasants, end of the war owing to the 
defeatism of the people. The middle-class was qiiickh faced by 
the most serious alternative. ‘Kornilov or Lenin?’ it was asked 
by its logically-mindcd leader, Miliukov, and the answer to 
this question was never in doubt. The bourgeoi-sie was not only 
unable to lead the rc\olution, its fundamental interests were 
incompatible witli the ver>- fact of the revolution itself. It chose 
Kornilov and counter-revolution. 

On the other side, the logic of c\cnis created a firm united 
front of llie peasants and the urban workers. The world war 
itself drew the peasants into the limelight of politics. After the 
breakdown of Tsarism they declined to continue their passive 
role as cannon fodder and hurried back from the front with 
elemental force. The social consequences of the revolution 
greatly intensified this process, for the peasants at home started 
at once to prepare the new distribution of the land, and 
nobody wanted to miss this opportunity. 

It is not necessary to ponder about the mystic of the Russian 
soul in order to appraise the immense dangers of the elemental 
peasant movement for Russia’s future. The Russian peasants 
were certainly rcvolutionar>’; but they were much loo back¬ 
ward to work out a working scheme for the running of agri¬ 
culture and, even less, for the complicated mechanism of 
national economy as a whole. Scattered in millions of tiny 
farms working mainly for the satisfaction of their own needs 
and loosely connected with a market whose laws they did not 
understand, they were unable to rule the country. Their 
revolution was, therefore, nothing but the destruction of all 
the instruments of oppression and of the ruling classes tliem- 
selves: assassination of landlords, ofTicials, and policemen, 
burning of manors, courts of law, and administrative buildings, 
etc. This paroxysm of revolutionary but purely negative energy 
would certainly be followed by complete chaos, and finally by 
the dictatorship of the sword. Thus the peasants, too, were 
unable to lead the revolution, i.e. to solve the problems which 
had made it inevitable. 

industrial workers, on the other hand, despite their 
political maturity and revolutionary resolution, were numeric¬ 
ally much too weak to stage a successful Socialist revolution. 
They could not hope to break the power of their adversaries 
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except by a coalition with the peasants. The negative interests 
of the workers were the same as those of the peasants; both had 
been oppressed by the Tsarist regime, both had been driven 
into a war not of their own making, both wanted peace at any 
price. By supporting the peasants’ struggle against war and 
landlords, the workers did not sacrifice any principle of their 
own, and won the leadership of the revolution. 

On tlie other hand, the positive aims of the peasants were 
not at all those of the workers. The peasants wanted simply to 
make a new distribution of the land minus the landlords, and 
to get rid of the enormous financial burdens which tltcy had 
been carrying under Tsarism. The workers were taught by 
tlicir own experience and by the propaganda of the Socialist 
parlies that a thorough re-organization of the whole economic 
system was required in order to raise their standard of living 
and free them from economic insecurity and political oppression. 
Thus they were striving for political power as the only means of 
avoiding economic collapse and political counter-revolution. 



CHAPTER FIVE 


THE THREATENING CATASTROPHE 

The terrific political conflagration following the downfall of 
Tsarism wrought havoc with the already disorganized economic 
system of the country. 

The landlords played a very passive part in this process. The 
vast majority of them had no economic functions whatever, 
and simply lived on their revenues. The capitalists, on the other 
hand, were one of the decisive economic powers. Russian 
industry had been working at full speed for the war machine 
and received highly remunerative prices for goods of often 
mediocre quality. Tiie prospect of peace or, in any case, of a 
cessation of hostilities made the captains of industry nccc.ssarily 
very cautious in their dispositions for the future, and caused a 
certain slowing down of industrial output. Even technically this 
was hardly to be avoided, for the breakdown of transport and 
currency was no longer to be disregarded. The railways were 
no longer able to transport raw materials and fuel, particularly 
oil and coal. The depreciation of the rouble together with the 
uncertain political outlook prevented sound calculations and 
invited the flight of capital over the Swedish border into safety. 
The gravest obstacle for the maintenance of industrial pro¬ 
duction on its war level from the capitalist point of view was, 
however, the rising power of the workers. 

The success of the revolution was immediately followed by 
economic demands from the workers and corresponding con¬ 
cessions from the employers. The eight-hour day was recognized 
in both capitals a few days after the revolution. Wages were 
quickly increased, and the workers even demanded a certain 
limitation of the power of the management in all questions 
concerning the well-being of the workers. 

At the same time the Socialist parties tried to reduce the 
abnormally high war profits of capital, although the abortive 
legislation of the Provisional Government was far less cflcctive 
in this respect than the independent pressure by the workers. 
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Thus profits were falling, and in many cases they were, indeed, 
completely disappearing. Evcr>' individual business man was 
faced by the momentous decision either to continue production 
with falling profits or cve^ at a loss, or to shut down his plant 
anti to wait for belter times. The employers began to counter 
the economic offensive of the workers by the weapon of lock¬ 
outs. Industrial production slumped, while the economic 
po.sition of the workers deteriorated and the shortage of manu¬ 
factured goods increased; the revolutionary workers lost their 
jobs, and in the autumn of 1917, six months after the victory 
of the revolution, mass unemployment was the rule in all 
industrial centres. 

'I hc workers were incapable of coping with this emergency, 
riiey were neither willing nor able to take over the management 
of large-scale enterprises which were being closed by their 
lawful owners. Whenever the attempt was made, the factory 
committees were confronted by the same technical and 
economic problems which were at least partly responsible for 
the policy of the employers— lack of raw materials, fuel, etc., 
and lack of capital owing to the progressing depreciation of the 
currency. 'I he fallacy of anarchist and syndicalist theories was 
quickly proved by this experience, and the workers found the 
Russia of the February Revolution economically even less to 
their taste than the Russia of the Tsars. By the logic of events 
(hey were compelled to concentrate all their energies on the 
breaking of this vicious circle by political action, by a change 
of the Government which was completely helpless and over¬ 
whelmed by the stormy events of these decisive months. 

At the time of the February Revolution, conditions in 
industry and agriculture, though far from favourable, were also 
far from hopeless. They certainly deteriorated quickly during 
the succeeding eight months, but the breakdown of the whole 
economic system was a consequence of the condition of transport 
and finance. During the two and a half w'ar years inflation had 
been held within certain limits, although the currency system had 
been seriously undermined. On March ist, 19x7, the wholesale 
price index stood at 330 (1913—100), whereas note circulation 
was six times higher than at the outbreak of the war» Between 
March and October this relation was completely upset: note 
circulation increased by ‘only’ 90 per cent, but prices rose by 
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not less than 290 per cent, (i) The efTects of Tsarist financial 
recklessness had been softened by the confidence of the possessing 
classes; their acute distrust of the revolution and tlie stability 
of the new order was one of the strongest nto(i\es for further 
inflation. Financial catastrophe was no longer threatening, it 
was already in full swing. 

Since the outbreak of the war, the railways had been unable 
to fulfil their gigantic tasks. Military transport could go on 
only thanks to a radical reduction in cisil transport. The full 
effects of this reckless e.xhaustion of the transport system were 
felt already during the revolution. The disorganization of 
traffic was one of the reasons for the acute coal shortage, and 
it became impossible to send enough oil and coal from Baku 
and the Donetz Basin to the capitals and the industrial centres. 
The same is true for the deterioration of the food situation. The 
richest grain provinces of the country'—Siberia and the Ukraine 
—are hundreds of miles away from Moscow and Petrograd, 
and the position of the railways was particularly dc.spcratc 
during the autumn months, after the har\ esting of the new crop. 

The collapse of the economic system was scaled by the course 
of events in the country. The shortage of manufactured goods 
for rural consumption was the most important single reason 
for the food problems of the towns in 1916. This crisis was 
bound to grow in step with the reduction in industrial output 
and the progress of inflation. It \vas further intensified by a 
sharp reduction in agricultural production during the revo¬ 
lution which could have been prevented only, if at all, by a 
much more radical repetition of the famous night of August 
4th, 1789. 

The landowners, whose estates had been sufiTcring already 
for some years from the lack of agricultural labour, reduced 
their sown areas, or completely abandoned the cultivation of 
their land after the outbreak of the revolution. The peasants 
for their part concentrated their attention on watching every 
movement of their prospective victims and not on working the 
fields. Since the beginning of the revolution, peasant rebellions 
occurred frequently, resulting in the plundering of manors, 
burning of houses and forests, destruction of seeds and many 
valuable implements.’The first wave of the peasant movement 
was checked by the temporary setback of the revolution which 
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followed the armed July Demonstration in Petrograd; it 
returned, however, in the autumn, and by then it became 
irresistible. 

‘By autumn the terrhory of the peasant struggle had become 
almost the whole country. Out of 624 counties constituting 
old Russia, 482 or 77 per cent were involved in the movement 
and omitting the borderlands distinguished by special agrarian 
conditions . . . out of 481 counties, 439, or 91 per cent, were 
drawn into the peasant revolt.’ (2) 

'Fhis peasant war resulted in the complete destruction of 
large-scale agriculture, and thereby exerted a fateful influence 
on the future development of Russian economy. Apart from 
that it was a direct threat to the immediate food supply of the 
towns, and thereby increased the general uphca%’al. 

I he workers in lltc towns felt the full impact of these compli¬ 
cations, and the soldiers were hardly in a better position. 
Living conditions deteriorated approximately according to the 
growth of the revolutionary movement, and its sabotage by the 
Provisonal Government. Discontent increased as bread rations 
dwindled. In Marcli ‘general’ bread rations in Petrograd were 
as high as one Russian pound (= -go lb.) a day, and nobody 
had to starve, though this diet was far from salutary; by 
August they liad been reduced by one-half, and in the district 
of Moscow province even to two pounds (i lb. 12 02.) a week. 
(3) Famine threatened. 

The next stage of the revolution was not the outcome of a 
blind and elemental movement of the masses, but the result 
of organized revolutionary' action; it was therefore not preceded 
by hunger revolts. But the complete disorganization of national 
economy and its immediate cfTccts on the living conditions of 
the soldiers and the town workers had their share in producing 
the opportunity for the audacious^and successful action of the 
Bolsheviks. 



CHAPTER SIX 


THE PROBLE^^S OF THE RENOLUTION AND THE 

POLITICAL PARTIES 


(r) The Consliiutional Democrats 

Under Tsarism, the Constitutional Democrats (Cadets) had 
been the principal moderate opposition party representing 
the urban middle classes, business men, and the prosperous 
intelligentsia. During the Revolution they defended the 
interests of capital with all means at their disposal. For this 
fundamental reason their policy in the two decisive questions 
of the time, peace and agrarian reorganization, was directly 
opposed to the demands of the people. 

When the Provisional Government, at that time completely 
in their hands, for the first time actively opposed the demands 
of the Petrograd Soviet, this attempt ended with the resignation 
of the Cadet leader, Miliukov, and considerably radicalized the 
masses. Neither in this case nor later on was the influence 
of the Cadets based on their organization or on their mass 
support, which was negligible, but on the fact that they were 
backed by the still formidable power of capital which used 
them as its instrument for political bargains and political 
blackmail. 

In the course of these eight months the direct influence of 
the Cadets on the Provisional Government was greatly reduced 
by the insistence of the Soviets that the Go\ernmpnt should 
not contain any ‘capitalist ministers.’ Nevertheless their real 
power over the Government steadily increased behind the 
scenes. It may even be said that this power grew proportion¬ 
ately to their loss of mass support, for the uncomfortable 
position of the Socialist coalition parties on the fence became 
increasingly precarious; thus they were compelled to follow 
the lead of the consistent advocates of law and order who had 
at least the advantage of knowing their own mind. 

During the first months of the revolution, capita] and its 
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Cadet agents tried to make the best of a bad job and granted 
liberal concessions, although from the ver>' beginning a reaction¬ 
ary minority opposed any compromise with the devil. After 
some time the capitalists recognized, however, that it was not 
feasible to compromise with the revolution. They certainly 
succeeded in winning over to their point of view certain 
important sections of the revolutionary movement, but they 
soon found out that the masses left their former representatives 
when they recognized their change of front. Thus capital and 
the f'adets soon came to the conclusion that the only method 
of maintaining their privileges was the restoration of a strong 
cxocuiis'c power under their own rule. But this aim could be 
attained only by a successful counter-revolution. 


(2) Menshei'iks and Social Revolulionaries 

Before the Februar>' Revolution the Mensheviks and the 
Sosial Revolutionaries did not seem to have very much in 
common. On the other hand, Mensheviks and Bolsheviks, 
although at loggerheads about important problems and hostile 
‘fractions’ of the Russian Social Democratic Party, were united 
in their struggle against the Social Revolutionaries. Neverthe¬ 
less, the practical policy of the Mensheviks after the Februar)' 
Revolution had much in common with that of the Social 
Revolutionaries, and was fundamentally opposed to that of 
the Bolsheviks. 

I'he Social Revolutionaries were the party of agrarian 
revolution against Tsarism as the protector of agrarian feudal¬ 
ism and oppressor of the peasants. After the overthrow of the 
ancun regime, the great majority of the Social Revolutionaries 
found tliemselvcs in a tragi-comical quandary. They wanted to • 
transform the Russian peasant into a prosperous farmer on the 
French model, unfettered by the relics of feudalism and free 
to increase his wealth by honest work and the opportunities 
which the grow’th of urban demand for his produce offers to 
him. Under the new order of things, trade and markets are, 
however, nilcd by capitalist big business. Capitalist conditions 
arc the necessary basis of ‘normal’ market conditions. Thus 
the Social Revolutionaries were faced by the bitter choice 
between an alliance with the capitalists, in w’hich case they 
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could not support the agrarian revolution which was tiieir 
professed aim, and an alliance with the forces of social re\olution 
for the achievement of agrarian revolution and the overthrow 
of capitalism. Their dominant Right Wing chose the former 
policy, whereas the Left Social Revolutionaries threw in their 
lot with the BolsheWks. 

The position of the Right Wing Social Revolutionaries was 
very unfortunate indeed. They were the strongest group of the 
united Workers’ and Peasants’ Soviet, and ruled its Peasants’ 
Section by a huge majority; in spite of that, the agrarian 
revolution progressed not through them, but e.^clusiscly 
against them. In the beginning of the revolution no problem 
was of greater interest to the peasants than the prohibition of 
land sales. Tlie landowners foresaw the inevitable catastrophe 
and wanted to sell out as quickly as possible, and the peasants 
demanded the immediate prohibition of all land sales. 

The Provisional Govcnimcnt was at first openly hostile to 
this procedure. However, in the beginning of Afay the Govern¬ 
ment was reconstructed, and V. Chernov, the leader of the 
Social Revolutionaries, became Minister of Agriculture. His 
own description of the action taken by the Government in this 
burning question makes melancholy reading: 

‘On the eve of the first session of the Chief Land Committee, 
on May 17th, the Social Revolutionary Minister of Justice, 
Pereverzev, with Chernov telegraphed an administrative order 
to all notarial bureaus, stopping all dealings in land. But 
rumours spread persistently that on May 25th he had cancelled 
this order under pressure by the majority of the Provisional 
Government. . . On June 7th a new telegram of the Minister of 
Justice removed all prohibitions from tax contracts, purchases 
of non-ag;ricultural land and several other classes of contracts. 
On June 23rd he ordered “the circular instructions concerning 
land contracts repealed.” ’ (4) 

V 

The peasants understood this object-lesson according to their 
lights: Social Revolutionaries and Government apparently did 
not seriously want agrarian reform.... It is highly probable that 
clear and energetic direction from above of the peasant move¬ 
ment would have succeeded in preventing the destruction of 
very expensive implements and the disappearance of large- 
scale agriculture with its higher productivity of labour. This 
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chance was completely wrecked by the Provisional Government 
and the Social Revolutionaries. 

The disappointment of the peasants with this policy of 
•their’ party was expressed partly by the growth of the Left 
Wing Social Revolutionaries and partly by direct peasant 
action. J he rebellions increased in size and intensity, and the 
refusal of well-planned and constructive reform provoked 
agrarian revolution as a blind elemental force with all the 
material and social damage inseparable from such a dcvelcip- 
ment. While practically the whole countr>' was a prey to violent 
peasant revolts, the members of the Government bargained 
about the conditions of a compromise between landlords and 
jicasants. 1 he more radical the peasant movement grew in the 
counliy, the more cowaixlly were its ‘representatives’ within 
tlic Cjovernment. 

rhe Social Revolutionaries were the agrarian experts of the 
Prosisional Government; its general policy was at least in a 
negative manner determined by the Mensheviks. Though 
seriously cli.ssatisficd with many of its features, the Mensheviks 
alone enabled Kerenski to carry on the gos ernment. Before the 
February' Resolution the Mensheviks were at least as strong 
as the Bolsheviks in revolutionary ‘cadres,’ and during the 
first months of the revolution they quickly surpassed their 
rivals in numbers and political influence. Up to the autumn 
coalitions ofMcnsheviks and Right Wing Social Revolutionaries 
dominated all the most importJint Soviets. 

The decisive political problem of the hour was the termination 
of the war. The Mensheviks violently disagreed amongst 
themselves as to their policy in this question. Their official 
leaders approved of Kcrenski’s policy with certain reservations, 
but a Left minority, led by Martov, strongly advocated a speedy 
peace. This attitude of the leading Mensheviks discredited their 
party in the eyes of the workers and soldiers just as the inactivity 
of the official Social Revolutionaries discredited them with the 
jjcasants. 

The Mensheviks were a Socialist party with Marxist inclin* 
ations, and were largely supported by industrial workers. But 
the leaders lagged sadly behind their followers. Already during 
the first fight for the eight-hour day many Soviets remained 
curiously inactive and left the struggle primarily to the workers 
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themselves. More and more factories were closed down by their 
capitalist owners; unemployment grew apace, and the supply 
of foodstuffs and consumption goods fell from week to week. 
The continuation of industrial production without its old 
directors and managers became a problem of great urgency. 
Neither Soviets nor Government acted. 

The economic department of the Petrograd Soviet demanded 
the nationalization of many important branches of industry-; 
in spite of that nothing happened. On the other side, the 
Minister of Trade, himself a large te.\tile manufacturer, and his 
energetic deputy, Palchinsky, an intelligent and resolute 
reactionary, actively organized the economic counterstroke of 
Big Business. 

The workers had no choice but to prevent the closing down 
of important plants by their legitimate owners and to run 
them themselves. At first their factory committees had only the 
task of bargaining with the employers in all questions of imme¬ 
diate concern to the workers. Very soon, however, they 
developed a tendency to control the whole working of the 
enterprise in the interests of the workers. The Mensheviks 
failed in this important question not less than elsewhere to 
give the urgently needed lead. 

When more and more plants were closed by their owners, 
the Menshevik Minister of Labour forbade the workers to meddle 
with the management of industry. But in spite of all ministerial 
orders and exhortations, promises and threats, the workers 
took over the management of‘their’ factories. This development 
was as much fraught with danger for the future as the unorgan¬ 
ized agrarian revolution going on for the same reason at the 
same time. The inactivity of the Mensheviks as leaders of the 
workers during the first stage of the revolution was largely 
responsible for the ruin of Russian industry, and for the diver¬ 
sion of working-class energy to a field where it could do more 
harm than good. Direct action by the workers could drive the 
employers out of their business, but it could not secure the 
succcs^ul management of mining, transport and industry by 
isolated groups of workers. 

There is no doubt that Lenin was completely justified in 
calling the Social Revolutionaries a ‘petty bourgeois’ party; 
the facts arc not less in his favour as far as his similar judgment 
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about the Mensheviks, particularly their official leaders, is 
concerned—yet they were an avowed Socialist party, accepting 
the same theoretical principles as the Bolsheviks. But Socialist 
slogans were in Russia accepted by practically all revolutionary 
movements, whereas in \Vcstcrn Europe they arc confined to 
the labour movement. The readiness of the Mensheviks to 
leave the essence of political power to the Cadets or to a 
problematical figure like I$.crcnski, only proves that they were 
actually a radical democratic party which would have developed 
on similar lines as German Social Democracy after 1918, had 
(he situation permitted such a course. 


(3) Bolsheviks 

The rise of the Bolsheviks in the short space of eight 
months from an insignificant minority to the mass movement 
of the Russian workers is a memorable case of the success 
which a correct policy may have in decisive situations. 

Already their clear slogans about war and peace were 
incomparably more cfifcctivc than all the long-winded declar¬ 
ations of Mensheviks and Social Revolutionaries. The coalition 
parties combined the illusion of a ‘peace without annexa¬ 
tions and indemnities’ with the passive support of Kerenski’s 
war policy; the Bolsheviks, on the other hand, advocated 
fraternization in the trenches and immediate termination of 
the war. 

From February until July, and then again in September, 
Lenin fought for the formula ‘All Power to the Soviets.’ The 
conscious political formulation of this demand long before its 
significance was fully realized by the people, and its recom¬ 
mendation up to the moment when it became the only hope 
of the revolution, was a great theoretical, and an even greater 
practical, achievement of the Bolsheviks under Lenin’s leader¬ 
ship. The subordination of all other tasks to the aim of winning 
political power enabled Lenin to solve all social and economic 
problems of the revolution in a very simple and generally 
convincing manner, although it was frequently too late to act 
according to his ideas when the Bolsheviks actually succeeded 
in grasping power. 

In the fierce struggle benveen capital and labour the Bol- 
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sheviks clearly championed the cause of the woikcrs. In the 
6 ght for the eight-hour day, in the question of limiting profits, 
in the struggle for legal prevention of lockouts and for v orkers’ 
control in industry', the Bolsheviks were either the energetic 
leaders or the reliable advocates of the working class. But their 
ideas about the fundamental problems of the re\olution led 
them to even more important demands. From the beginning 
of the revolution Lenin did not tire of predicting the appr»)ach- 
ing economic collapse. Many people shared his \ ieus, but only 
the Bolsheviks were prepared to draw all the necessary’ con¬ 
clusions from them. While acknowledging the technical damage 
sustained by the economic system during the war, Lenin 
recognized the acute social struggle during the revolution as 
the ultimate reason for the impending collapse: 

‘The capitalists are deliberately and consciously sabotaging 
(damaging, stopping, wrecking, hampering) production, hoping 
that a terrible catastrophe may mean the collapse of the 
republic and democracy, of the Soviets atid the proletarian 
and peasants’ union, thus facilitating the return of a monarchy 
and the restoration of the full power of the bourgeoisie and 
landowners.’ (5) 

The Mensheviks were intimidated by the tremendous economic 
difficulties and the political blackmail of Big Business, and 
tried to buy its goodwill by restraining the workers from 
‘recklessness’; Lenin demanded energetic counter-measures, 
and particularly the nationalization of the banks aiul control 
over the rich by the poor. 

The July Days were not only the most important watershed 
of the revolution, but also a turning-point in Lenin’s theoretical 
and political attitude. He felt convinced that the revolution 
could be saved only by the forcible taking of power by the 
Bolsheviks, and designed a detailed economic programme for 
the new Government. His proposals arc based on the important 
assumption that even after a successful Bolshevik revolution 
a publicly controlled and politically emasculated capitalist 
system should continue to exist. This idea reflects tlie ‘bour¬ 
geois’ character of the Russian revolution in the brain of its 
greatest representative. The dictatorship of the proletariat was 
to' be only the beginning of a long period of transition. The 
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jjrowth of the productive forces should continue under the 
economic leadership of capitalism until the transition to 

Socialism would at last become possible. 

The Bolshevik attitude towards the agrarian problem was 
particularly important. Already at the Bolshevik April Confer¬ 
ence proposals to the peasants were formulated whose interest 
is hardly diminished by the fact that they have only historical 
importance: 

‘The Party is decidedly in favour of immediate passing of 
all lands into the hands of the peasantry’. . . . The Party counsels 
the peasants to take the land in an organized manner by no 
means allowing the slightest damage to property, and taking 
care to increase production. . . . 

I he Parly must support the initiative of those peasant 
committees who, in a number of localities in Russia, give over 
the landowners’ property and agricultural implements in the 
hands of the peasantry organized into those committees for the 
purpose of cultivating all the land under social control and 
regulation. The party of the proletariat must counsel the 
proletarians and semi-proletarians of the village to strive to 
form out of every ^landowner’s estate a sufficiently large model 
Qtrm which would be managed at public expense. . . (6) 

4 

The ‘model instruction’ of the peasants for their delegates to 
the first Peasant Soviet Congress in June 1917 was heartily, 
welcomed by Lenin as a sound bhsis for collaboration between 
workers and peasants. He did not nourish any illusions about 
(he ‘Socialist’ character of the Russian peasantry; he did not, 
on the other hand^ believe that this difference of opinion 
between workers and peasants need prevent the support of the 
Bolsheviks by the peasants and vice versa: 

‘The peasants want to retain their small holdings, to keep 
them within certain norms, periodically to equalize them. . . . 
Let them! No intelligent Socialist would quarrel with them 
on this point.’ (7) 

These words were written on September 6th, 1917. At that 
time nobody was strong enough to oppose the unfolding 
peasant movement. The Bolsheviks had to bow before the 
storm which shook the power of their enemies and brought 
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themselves to the helm of the State. The terrific problems of the 
times to come were hidden behind the urgent tasks of the hour. 
Their victory did not solve once and for all the manifold 
problems of Russia’s social and economic development, 
but nevertheless it was the beginning of a new historical 
epoch. 
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CHAPTER SEVEN 


THE NEW STATE APPARATUS 

At the time of the split within the Russian Social Democratic 
Party (1903) there arose critics of Bolshevism denouncing its 
organization and theory as a dangerous departure fiom 
Socialist principles. The most important of Lenin’s opponents 
were L. Trotsky and R. Luxemburg. Luxemburg maintained 
that, while Bolshevism might prove an effective instrument for 
the purpose of seizing power, it could never be a satisfacior)' 
foundation for the construction of Socialism. In Trotsky’s 
view, neither Mensheviks nor Bolsheviks were right in their 
opposed points of view, but he predicted that while the Menshe¬ 
viks would turn reactionary even before the victor)' of the 
revolution, the Bolsheviks would not do so till aftenvards. 

These two important and astute criticisms contain a signifi¬ 
cant appreciation of the great positive qualities of the Bolshevik 
party. When all is said and done the Bolsheviks arc distin¬ 
guished from all other Socialist parties by the fundamental . 
fact that they did actually win through to the famous ‘Day 
after the Revolution,’ and this is in itself a strong argument in 
favour of the policy which helped them to reach this goal. 

No criticism should overlook the fact that the conduct of 
the Bolsheviks between the February Revolution and their 
seizure of power In October w as a model of well-conceived and 
admirably applied working-class democracy. Their struggle for 
the majority in the Soviets proves that the Bolsheviks were not 
a group of reckless conspirators who were out for power at any 
price, but a revolutionary party devoted to il.s ideals and to 
the interests of the W'orkers. Under the circumstances it was 
both necessary and right that they should overthrow the 
Provisional Government by force of arms. The rule of an 
impotent and reactionary clique, founded exclusively on the 
failure of the Mensheviks and Social Revolutionaries, had to be 
destroyed by the only means available—that of force. 

The conduct of the Bolsheviks after their seizure of power— 
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bc'iinning with Trotsky's venomous speech against Martov on 
the vcr>' night of the Revolution—although it has been con¬ 
siderably misrepresented by their fallen opponents—is far more 
open to criticism. But the Bolsheviks could have repressed these 
dangerous tendencies by strictly adhering to their guiding 
principle of earlier months. Since the beginning of the revo¬ 
lution they had championed the principle of the Sovereignty 
of the Soviets which could have proved the best antidote to 
any bonapartist or absolutist tendencies of their leaders. There 
is no indication that the Bolsheviks did not seriously intend to 
apply this principle in practice after their victory, and the 
Workers’ and Soldiers’ Councils in the towns, in co-operation 
with the Peasant Soviets in the villages, might have formed the 
starting-point for the reorganization of the State on a sounder 
basis, free from the fungus of bureaucracy, supported by the 
collaboration of the mass of tlic people. 

The essential reason for the very different course of events 
was the growing intensity of class conflicts culminating in open 
civil'war, and especially the extension of this civil war into a 
kind of international class warfare, owing to the intervention 
by the Great Powers. It is practically certain that the workers, 
backed by the agrarian revolution, would have been strong 
enough to crush quickly their internal opponents. But instead 
of being helped by the workers of more advanced countries in 
reconstructing their decaying economic system, the Bolsheviks, 
were attacked by the capitalists of all nations counting in the 
world of 1918. 

The fight against the intcr\’entionist armies, consisting of 
disciplined and well-equipped troops, was a very different 
matter from the dispersal of the White irregulars. However 
great the role of revolutionary propaganda might be, once it 
came to actual fighting in the field other weapons were neces¬ 
sary. In all branches of Soviet life attention was focussed on the 
war, and this brought about a complete change from top to 
bottom in the political outlook and the political development 
of the Soviet power. 

The Soviet State had been designed as a method of gradual 
development of the people in the school of working-class 
democracy, until they should be able to undertake the great 
task of social reconstruction. Lenin proclaimed that every 
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washenvoman should be able to govern the country-. Instead 
of that, a bureaucratic machinery- had to be created almost on 
the spur of the moment whose duty consisted in blindl\- carry ing 
out the orders of the Government. The free will of workers, 
soldiers and peasants did not count for much during those 
years; all aims, all interests, and the lives of millions of people 
had to be subordinated to one object, the prescnaiion of the 
Soviet power. The Soviet Government needed a war-machine 
of its own in order to resist the highly organized w ar-machine 
of the Entente Powers and the White armies. The lack of all 
kinds of material had to be counterbalanced by higher dc\ otion 
and greater sacrifices. The longer this unequal struggle lasted, 
the more insistent became the demand for personal sacrifices 
which could not always remain voluntary. The Socict State 
had to rely on compulsion to an cvcr-incrcasing extent. 

By the autumn of 1917 the Russian army had practicall) 
disbanded; the demobilization order after the peace of Brest- 
Litowsk was hardly more than a matter of form. But some 
months earlier there had already come into existence in work¬ 
shops and factories the Red Guards, composed of young 
revolutionary workers, who formed a voluntary defence 
formation against the counter-revolutionary attempts of the 
officers of the old army. In concert with the nuclei of the 
revolutionary regiments and, above all, w’ith the sailors, these 
Red Guards fought and won the first battles against the forces 
of Russian counter-revolution, more especially against the 
reactionary Cossack regiments. But the concentric attack on 
the Soviet power by the interventionist armies necessitated the 
levy of ever-growing numbers, and therefore the rc-iniroduction 
of conscription, the formation of a new peasant army. 1 his 
army was organized by Trotsky on the pattern of the old 
Tsarist army, and to a large extent commanded by Tsarist 
cx-officers who had come over to the revolution. It remained 
victorious thanks to the unconquerable determination of its 
leaders and the devotion of its working-class cadres —and 
thanks also to the fact that a feudal restoration had become 
impossible since the success of the agrarian revolution. 

Public administration was not less radically transformed by 
the exigencies of war. The increased bitterness of class warfare 
at home, the often justified fear of treason from the remnants 
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of the bourgeoisie, and the needs of the army compelled the 
Soviet power to adopt the methods of administration and 
oppression which had been characteristic of the Tsarist regime. 
However radical the change in personnel may have been—and 
it was probably not so complete in the lower as in the higher 
ofTiccs—similar tasks very' soon reproduced similar methods. 
In many eases the Soviet power simply went back to the old 
technique of Tsarist repression; the best known and, perhaps, 
the most disturbing example of this tendency was the organ¬ 
ization of the ‘Extraordinary Commission for the Struggle 
against Countcr-Revo!ution’(C/rcA^<i) on the lines of the Okhrana, 
the old 'I'sarist secret police. 

Tlie Bolsheviks, or, as they called themselves since 1918, the 
Communists, took over the management of the Government 
witlioul for the time being losing their character as a party. 
But within the parly itself, which was to govern itself according 
to the famous principle of‘democratic centralism,’ the balance 
leant so much in favour of centralism that the democratic 
character of the party was decisively weakened. Thus it became 
very easy to prevent opposition within the parly by adminis¬ 
trative measures, and tlic longer this temptation lasted the less 
it could be resisted. Party and Slate were transformed into 
machines which allcmpled under most diflicult circumstances 
to fulHI their appointed tasks, and in this they succeeded against 
overwhelming odds; but in the process these machines developed 
a life of their own and became a law unto themselves. 

'Ehus the Soviet State developed into a bureaucratic State of 
the old pattern—minus the safeguards for individual liberty 
which had been .adopted in most civilized countries. But this 
was not principally due to the WTong organizational principles 
of Bolshcvi^^m, and even less to Lenin’s or Trotsky’s consuming 
ambition; the root-causes lay in the inconsistent social develop¬ 
ment of Russia since the introduction of modem capitalism. 
No unprejudiced observer can deny that Lenin and his 
followers honestly fought these fateful tendencies before they 
became their victims. And there is a good chance that they 
would have been ultimately successful, if their task had not 
been made well-nigh insoluble by military intervention which, 
in its turn, was due to the failure of the labour movement in 
the more advanced countries of Central and Westerq Europe. 
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RIDING THE WHIRLWIND 

(i) The counUr-shoke of capital 

Immediately after the October Revolution capitalists, Menshe¬ 
viks and Right Social Revolutionaries were unanimously of 
the opinion that the rule of the Bolshevik madmen, who took 
the ideals of their past so seriously, could not last longer than 
a few weeks. These prophets were to be bitterly disappointed. 
Many Bolsheviks, on the other hand, believed that their 
successful coup d'etat had broken the power of the bourgeoisie 
which had proved completely incapable of leading Russia after 
the downfall of Tsarism, and was after all no political factor of 
importance. This sanguine idea, too, was completely mistaken. 

After the quick overthrow of Kerenski’s regiments, after the 
suppression of the Moscow rebellion in some days of hard 
fighting and the first victories against Kaledin’s reactionary 
Cossacks, the military activities of the bourgeoisie seemed at 
an end. But Russia’s counter-revolutionary forces did not 
remain unaided for long. Never in history was the practical 
internationalism of capital proved to such an extent as during 
the years 1918-1920 in Russia. 

German militarism compelled the Soviets to sign the peace 
treaty of Brest-Litowsk; nevertheless Russian patriots accepted 
or solicited the support of the German army not less than 
Ukrainian separatists. The labyrinth of South Russian 
intervention in 1918, when - every White gangster leader 
negotiated with every military mission for help against the 
Soviets, illustrates the predominance of class interests over 
national feelings whenever the existing social order is actually 
threatened. 

When the Germans violated the peace of Brest-Litowsk and 
began occupying the Ukraine, the Soviet Government asked 
the Allied and Associated Pow'crs for help. But the Entente 
Powers did not regard the Soviets as the successors of their 
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Tsarist ally, but as their implacable class enemies, and 
supported the consecutive White shadow Governments with 
money, munitions, and even with soldiers. A period of ternhe 
sufferings for the Russian people set in, overshadowing even 
the c.\pcriences of war and revolution; the tragedy of Ci\il 

War and intenention (1918-1922). 

E\ cn before the beginning of hostilities the leaders of finance 
and industr>- were, of course, by no means ready for loyal 
co-operation with the Soviets. Economic sabotage, not unknown 
c\cn before the October Revolution, now became the rule 
instead of the exception. Besides, many managing officials and 
technicians were foreigners, and since 19*4 these were generally 
subjects of the Entente Powers, directly dependent on their 
niilitaiv' missions, which in many cases were responsible for acts 
of economic sabotage for military reasons. 

However strange this may appear, thc.se developments took 
the Communists completely by surprise. In spite of their 
interminable discussions of the problems of revolutionary 
government during the period of their practical impotence, 
their thoughts had never concentrated on these simple but 
fundamental c]ucstions. The maintenance of law and order 
by the revolutionary government and the control of counter¬ 
revolutionary tendencies was ostensibly regarded as a minor 
problem by Lenin. 

‘The guillotine only frightened, only crushed aclke resist¬ 
ance. For us this is not enough. . . . 

We must not only “frighten” the capitalists so that they 
feel the all-pervading strength of the proletarian slate and 
forget to iliink of active resistance to U. 

We must crush also their passive resistance which is • un¬ 
doubtedly still more dangerous and harmful. We must not only 
crush every kind of resistance. We must make people ivork within 
the framework of the new stale organization.’ (1) 

Lenin, being the hard-boiled realist that he was, certainly did 
not exclude the use of force against the bourgeoisie, but gener¬ 
ally he believed that drastic measures would be unnecessary. 
The mere existence of the proletarian power and, in extreme 
cases, fines and imprisonment would be sufficient to maintain 
the revolutionary regime. He relied especially on the efficiency 
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of the following administrative measures of a strictly economic 
character: 

‘The grain monopjoly, the bread cards, universal labour 
service become, in the hands of the proletarian state, in the 
hands of the ;(ll-powerful Soviets the most powerful means for 
accounting of control, a means which, extended to the capital¬ 
ists and the rich in general, will give a power unheard-of in 
history for “setting in motion” the state apparatus, for over¬ 
coming the resistance of the capitalists, for subjecting them to 
the revolutionary state.’ (a) 

These words are fresh proof of the incurable good nature of 
revolutionary movements; they are the more remarkable 
because they were written after Kornilov’s abortive rebellion. 
Only a few months later the best Bolsheviks fought and died 
on all fronts against Russian counter-revolution and its inter¬ 
national henchmen. The leaders of the Soviet Government 
were concerned not with the reconstruction of the economic 
system, but with the re-organization of the army and the 
maintenance of a munitions industry, not with the ‘setting 
to work’ of the capitalists in the interests of the people, 
but with their physical extermination. War Communism, 
which had to be adopted by the Soviets as a weapon indispen¬ 
sable for survival, became a deadly instrument in the hand 
of merciless revolutionaries. Russian society was shaken at 
its foundations, the revolution was forced into a new 
and dangerous direction—but aristocrats and capitalists 
were ‘liquidated as classes,’ and in many cases physically 
suppressed. 

(2) After tiu Peasant Revolution 

During the struggle for power in the towns the Russian 
village did not remain quiet. The peasant war which raged 
from the autumn of 1917 until far into the year 1918, ended 
y/ith the complete victory of the peasants. They re-distributed 
the land of the landlords and of those peasant-farmers who had 
left the Mir after Stolypin’s agrarian reforms and inaugurated 
a new period in Russian agriculture. The Soviet Government, 
in a decree drafted by Lenin himself immediately after the 



6o 


SOVIET RUSSIA 


seizure of the Winter Palace, confirmed all independent actions 
of the peasants. 

The unconditional recognition of the destruction of large- 
scale farming was logically inconsistent from the Bolslicvik 
point of view. Nevertheless it was inevitable. Six months earlier 
it would perhaps have been possible to direct the proc^ of 
agrarian reorganization from above, and to avoid the splitting 
up of large estates and the destruction of valuable property and 
cultures; but by Nosemher 1917 the peasant movement was 
irresistildc. Thc Rolsheviks had the choice of swimming against 
the current and being drowned or of following it. This was not 
an indejx'ndcnt policy but the recognition of—temporary— 
impotence; yet it was correct, for it was the sole chance for (he 
So\’ict Government of entrenching itself in the towns and 
preparing the extension of its power into (he villages, where at 
the time it wielded only nominal authority. 

Thus the ‘bourgeois’ character of the Russian revolution, 
stubbornly invisible in the political sphere, exerted itself ^vith 
irresistible impetus in the social and economic sphere. For the 
revolutionary village was not Socialist but utterly individual¬ 
istic. From the political point of view the Bolsheviks could be 
well satisfied with this course of events which secured them the 
support of the peasantry against all counter-revolutionary 
tendencies. Economically, however, the situation was unsatis¬ 
factory and fraught with dangers for the future. I'hc very 
existence of the Soviet power and the urgently needed improve¬ 
ment in the living conditions of the working class depended on 
a quick increase in the productivity of agriculture, whereas 
the terrific damage caused by the peasant war and the destruc¬ 
tion of large-scale farming on the contrary reduced the 
productivity of agricultural labour even further. 

In the months immediately following the October Revolution 
the points of disagreement between the Government and the 
peasants were, however, still a matter of the future. The Soviets 
needed the (Vicndly neutrality or even the support of the 
village; the peasants, on the other hand, needed a champion 
of their cause against the landlords and their white gangs. 
'I'hcy found it in the Red Army, which was led by the Soviets 
and the urban workers in general. This alliance between the 
Soviet power and the agrarian revolution had to bc^maintained 
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at least as long as not only the Soviet regime, but also the 
results of the peasant revolution were directly threatened by 
the White armies. 

This fundamental fact enabled the C'ommunists to sur\ ivc in 
their terrible struggle against a world of incomparably better 
armed enemies, and it was for this reason that the peasants 
consented to bear their share in the sacrifices of this struggle. 
The daring policy of the Communists was completely justified 
by the result; although repeatedly strained almost to breaking 
point, the alliance between the Soviets and the peasants did 
not actually break down on a large scale while the military 
danger lasted. The sound theoretical conceptions and the 
excellent practice of the Communists combined for the creation 
of a common front of the workers and the peasants against the 
restoration of the capitalists and landlords. 

Yet in that respect alone; the fundamental differences 
in the interests and in the outlook still prevailing between 
peasants and workers were felt with suqjrising strength as soon 
as the war period was over. Temporarily submerged by the 
common struggle against the common enemy, these differences 
never disappeared. On the contrary, they had been secretly 
intensified to such a degree that the end of the Civil War 
seemed to be marked by a complete rupture between the 
peasants, the Soviet Government and the workers. 

After they had succeeded in throwing off the yoke of the 
landowners and the Tsarist State, the peasants recognized only 
one legitimate link to the outer world: the market, where they, 
exchanged their agricultural produce against manufactured 
goods. And it was in this respect that their expectations in the 
salutary consequences of the revolution were most cruelly 
disappointed. 

Already during igtG the food supply of the towns was 
seriously hampered by the insufficiency of industrial output. 
In the year of the revolution the food shortage became general 
and assumed threatening proportions. The period of Civil War 
and War Communism was marked by widespread malnutrition, 
and finally by famine. This dangerous development was 
certainly not exclusively caused' by the economic tension 
between the Soviets and the peasants; it was largely due to the 
war itself, and particularly to the coascquenccs of interventioa 
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by Germany and the Entente Powers; Southern Russia, the 
Ukraine and Western Siberia, the most renowned grain centres 
of the country, which in former years had been the granaries 
of Western Europe, were for a long lime in the power of \Vhitc 
generals who carefully prevented grain exports to Soviet 
Russia. 

But the towns and the army had to be fed under all circum¬ 
stances. The food shortage therefore compelled the Government 
to inflict increasing hardships on the peasants and thereby to 
intensify the existing tension between town and village. It 
deprived the peasants of foodstuffs without giving them any 
material equivalent. At the outset of the war, the peasants had 
been very eager for ready cash which had been so tragically 
rare before in the Russian village. But their enthusiasm quickly 
wore off, and rising prices coupled with dwindling supplies of 
industrial goods roused their suspicions against paper money 
which was of no earthly use to them. And the Communists 
were utterly unable to improve this state of things during the 
first three years of Soviet rule; they were, indeed, compelled 
to make it even worse. 

At fn-st the Soviet Government tried to overcome the passive 
resistance of the peasants to its economic demands by political 
propaganda. 

‘Wc know that wc arc here pursuing a policy which lies in 
the workers persuading the peasants to give their grain in the 
form of a loan. . . . The peasant lets us have his grain at fixed 
prices and receives not goods, for wc have no goods, but slips 
of coloured paper in return . . . wc say to him: “If you arc a 
man of toil, can you deny that this is just? How can you fail 
to agree that those who have surpluses of grain must loan them 
at fixed prices and not dispose of them by profiteering.” ’ (3) 

But the value of this propaganda was exactly nil. As commodity 
producers the peasants were inaccessible to moral appeals 
because even the dullest muzhik was firmly convinced that it 
would be a hopelessly bad bargain to sell voluntarily at the 
officially prescribed prices against paper roubles. 

The Communists couldnof shake this conviction, but neither 
could they accept as final the peasants’ ‘no.* It is true that they 
could give them nothing in exchange for their foodstuffs except 
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valueless slips of printed paper, but they were prepared to 
take by force what the peasants refused to surrender \ oluntarily. 
Lenin, in pursuance of a pet idea of his which had not proved 
very successful before the October Revolution, tried to niol)ilize 
the village j>oor as allies of the Soviet Go\'crnmeiu in its struggle 
against the profiteering 'kulaks' But for the second time 
the solidarity of all the peasants as producers was stronger 
than the solidarity of the poor peasants with the workers in 
, the tow’ns. 

The Communists were therefore compelled to adopt a policy 
of regular requisitioning, and the ‘quota’ demanded by their 
troops increased from year to year because a growing number 
of soldiers, workers and officials had to be fed and private 
trade was cither forbidden or at a standstill. The procuring of 
food supplies was the task of a special “food anny,’ consisting of 
picked workers, and collaborating with the committees of the 
village poor. Already in 1918 it was said to have consisted of 
45,000 men. (4) The Trade Unions had their special food 
detachments, and in the immediate vicinity of the front the 
Red Army organized its own supply system. As a matter of 
principle only the surplus stocks of the peasants ought to ha\ c 
been subject to requisitioning, but this principle was more and 
more disregarded, the longer the war lasted and the more 
critical the economic situation became. The peasants tried, 
of course, to hide their stocks, and the soldiers retaliated by 
taking everything they could find. The momentary needs were 
much too pressing to allow considerations for next year’s 
harvest to interfere with their satisfaction. 

The peasants did not, however, confine themselves to the 
primitive and iheffectivc method of sabotaging requisitioning 
by simply hiding their stocks. Sometimes they were desperate 
enough to put up violent resistance, which was promptly and 
savagely overcome. Thus the peasants had to resort to other 
measures in their struggle against the economic policy of the 
Soviets. At first they had preferred the accumulation of stocks 
to their sale against depreciated paper money. When they were 
compelled to part with their surplus without effective payment, 
they preferred not to accumulate any surplus at all. This simple 
programme was adhered to by millions of peasants with 
stubborn consistency. Their most valuable movable property 
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was Uiidoublcdiy their cattle, \vhich was liable to requisitioning 
in large numbers, and could not easily be hidden away. The 
consequence was a terrific slaughter of livestock by the peasants, 
who preferred eating meat themselves to letting other people 
have it. Russia's livestock slumped precipitately from year 


to year: 
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The available quantities of animal energies, manure, etc., fell, 
of course, quite as much, and this exerted a strong depressive 
influence on soil cultivation. At the same time the sown areas 
were greatly retluecd by the peasants who did not want to 
produce any surplus grains which could be requisitioned by the 
Soviets. Owing to these circumstances and to the economic 
consequences of the agrarian revolution harvest yields fell even 
more sharply. 

In view of the general disorganization of the country’, crop 
figures for the worst years of War Communism were probably 
under-csliinatcd. Nevcrtliclcss it can be safely a,ssumed that the 
harv’est of 1920 did not suffice for the most primitive nutritive 
demands of the population. In 1913, the home consumption 
of the Russian country side has been estimated at almut 3,700 
million poods, while grain sales to the towns amounted to 
another 1,300 millions. In 1920, gross production had itself 
fallen to only 1,738 million poods. (6) Though the harvest 
of 1913 had been exceptionally plentiful, though the number 
of people was much smaller in 1920 than in the last year before 
the war, there remained a gulf between demand and supplies 
which could be bridged only by reduced consumption—and 
very often not at all. 

But the requisitioning system of the Government could not 
take the precarious agrarian situation into consideration—and 
being a bureaucratic machine it was, indeed, incapable of 
doing so. During the year 1920, perhaps the bleakest of this 
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dark period, the Communists may ha\c e\en nattered ilicin- 
selves to have solved the grain problem by tlicir energy and 
cfTicicncy. Although the agricultural position as a whole 
deteriorated rapidly, grain collection phms were increasitjgly 
better fulfilled. 
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But this great organizational success carried in itself the 
seeds of its own destruction. The real surplus of Russian 
agriculture had completely disappeared a long time ago: 
the quantities of foodstuffs collected by the Soviets increased 
at the expense of the nutrition of the peasants and the seed 
grain for the coming year. TIus vicious circle inflicted untold 
misery on the peasants, who suffered one defeat after another 
at the hands of the organized power of the So\ iets—but the 
Government did not profit by these inglorious victories. The 
lime was swiftly approaching wlicn the towns could be fed only 
at the expense of next year’s crops. The c.xisting stores had been 
consumed without being replaced by new reserves, peasants 
and Requisitioning troops made big inroads into the seed grain 
for the coming sowing campaign—and famine impended in 
towns and villages alike. 

This wjfs the state of things during the winter of 1920-21. 
After having broken the armed resistance of the landlords, 
capitalists and their international supporters, the Soviet power 
was confronted by the passive resistance of the peasants which 
it could not overcome either by agrarian laws or by brutal 
force. The Communists certainly saved the peasants from 
counter-revolution, but after, the final disappearance of this 
danger the peasants did not want any more to tolerate 
the demands of the revolutionary State. A first-rate crisis 
in the relations between the Soviets and the peasants was 
inevitable. 


E 
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(3) Working-class democracy versus dictatorship of the 

proletariat 

Without the pas.->i\c support by the pcasantr>% the Soviets 
touki not have siir\i\cd the Civil \Var and tlie intcr\’cntion by 
ilic Allied Po\vers. But for victor>- something more was needed 
than this passive liclp. It was the working class which enabled 
the S()\ict power to maintain its existence through years of a 
(< iiil)lc and often seemingly liopelcss struggle. 

Since the October Revolution the workers of the towns 
clcfcTulcd the Soviet rc\gimc against the White Guards, wherever 
they might appear. I'he \'oluntary Red Guards were mainly, 
composed of workers, and even after the re-introduction of 
conscription workers formed the backbone of the Red Army 
and helped it to victorv-. On the other hand, the Government 
icgardcd the industrial workers as its social and political basis. 
Manual workers, now entering tlic Communist Party in growing 
numbers, were put into administrative and political key 
positions—which, during the Civil \Var, invariably were also 
the most exhaustive, dangerous and responsible ones. But apart 
from their seiA’ice in the army and in the new administration, 
the workers had to maintain industrial production, as far as it 
was possible under the existing circumstances. 

Wliile more and more workers occupied leading positions in 
the Soviet State, in (he army and in the numerous economic 
organizations, the Soviet Slate with all its institutions was less 
and less of a workers’ State. Before the October Revolution the 
Bolsheviks explained with irrefutable logic that there was only 
one genuine alternative to the bureaucratic oppressive state 
of old I'sarist Russia, viz. a system of sovereign Soviets repre¬ 
senting the working masses. During the period of Civil War and 
Intervention this system was, however, abandoned and a new 
bureaucratic apparatus assumed complete control of the 
country. It is true the Soviets were not formally dissolved 
and maintained their ‘sovereignty,’ but by certain organiza¬ 
tional devices and, above all, by the mere change in the 
relations of power between the Central Executive Committee 
of the Soviets and the ruling groups of the Communist 
Party, they simply became executive organs of the real rulers 
who were in the last resort the Central Committee of the 
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Communist Party and, in particular, its 'oroburtnu' and its 
'polbuTcau.' 

After some years of Soviet rule Lenin himself sadly confessed 
that the Soviet State was nothing but the old Tsarist State 
anointed only with a little Soviet oil. This may have been 
partly exaggerated, but there is no reason to doubt the funda¬ 
mental truth of this criticism. Even the figures, inexact though 
they may be, show the terrific dimensions of the bureaucratized 
Soviet State: 

Distribution of Wage Earners according to Occupations 

igi3 igso 

Per cent Per cent 

Large-scale industry.. 2,770,000=55 1,820,000=33 

Railways .. 815,000=16 1,229,000 = 22 

Bureaucracy .. 1,500,000=29 2,444,000 = 45(8) 

Even this is probably an under-statement; in 1920 a large part 
of the wage-earners in industry, and especially in transport, 
were actually part and parcel of the bureaucracy. Although 
the number of workers within the State administration increased 
very considerably, they were still a small minority among 
State officials and, of course, among army officers; the bulk 
of the new leaders of the working class belonged to the dis¬ 
possessed middle classes: 

‘Without any transition the State had suddenly taken the 
place of private concerns. Officials and employees, throw-n into 
the street in consequence of the nationalization of banks, of 
commerce and industry, pushed themselves with elemental 
force into all the Government offices, into State and communal 
institutions, into trusts, syndicates, combines, and all other 
economic organizations newly created by the State.’ (9) 

Was the Soviet State during these years, as the official descrip¬ 
tion would have it, a ‘dictatorship of the proletariat,’ or was 
it already then a ‘dictatorship over the proletariat,’ as its 
enemies asserted? The majority of the workers certainly 
welcomed the October Revolution and completely identified 
themselves with the struggle of the Soviets against Russian and 
international capitalism. On the whole, the w'orkers regarded 
the policy of the Government as a policy in their own interests. 
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and they ^^cre generally justilieci in this belief, bui in spite of 
this harmony between the aims of the Government and the 
interests of the working class it must not be overlooked that 
the workers had no means of innuencing and controlling 
ofTicial jR)licy, of safeguarding their interests by institutional 
dc\'iccs against any breach of the existing harmony by high¬ 
handed actions of the bureaucracy. This could have been 
achie v ed only by free democratic representation of the workers 
in the goxernment, and some reform of this kind became 
increasingly necessar)* in order to counterbalance the growing 
power of tlic bureaucracy. 

If the ‘dictatorship of the Communist Party’ was to remain 
a ‘dictatorship of the proletariat,’ it had to become a ‘prole¬ 
tarian democracy.’ This is, indeed, what Lenin and his followers 
advocated before the October Revolution, and it ^\■as primarily 
a consequence of the failure of the labour movement in Europe 
anti the intenentionist wars which produced the momentous 
change in Communist theory’ and practice from a ‘proletarian 
democracy' to the despotic rule of the proletarian ‘vanguard’ 
consisting, of course, of the Communist Party, Instead of 
destroying the Tsarist State, the Communists adapted it to 
their temporary needs. This was primarily no fault of theirs, 
but it was ne\ crthelcss a disaster of the gravest consequences 
for the further destinies of the Soviet Slate. Althougit not 
completely independent of workers and peasants, the bureau¬ 
cratic dictatorship became a determining factor of Russia’s 
development, a social organism of its own with particular 
interests and tremendous power. 

It has become a commonplace statement that private 
ownership of finance and industry is incompatible with the 
‘new order’ of modern economy. The ‘dictatorship of the 
proletariat’ was designed by its Socialist authors as a method 
for overcoming this conflict by the nationalization of ilie means 
of production and distribution, and the planning of economic 
life in the interests of the people. This is necessarily a political 
process, for a Socialist society cannot be established by the 
workers of a single factory or even of a whole trade. Only 
political action can accomplish this aim, and only the people 
themselves can determine what their real interests arc. These 
fundamental facts clearly imply the democratic character of 
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llic transition from capitalism to Socialism, although they do 
not exclude the use of force under certain circumstances; but 
working-class organization can fulfil its aim only if it is 
democratic. 

Working-class democracy is, therefore, \'ital not only to the 
^vorke^s themselves, but to the very victor>’ of Socialist print i[)lcs. 
^ct the hopeful seeds of working-class democracy in Soviet 
Russia, which were embodied in the So\iets, did not de\clop 
but wasted away, or were even ruthlessly suppressed by the 
bureaucratic State apparatus which soon stigmatized as 
‘counter-revolutionary’ every attempt of the workers to deter¬ 
mine their own problems by themseUes. But in spite of Civil 
War and Intcr\’cntion, in spite of economic catastrophe and 
famine, democracy remained an indispensable element of 
working-class life and action. Being prevented from political 
expression it sought other outlets. Its most imjjorfant field 
during the next few years W'as a kind of semi-anarchist or 
syndicalist industrial democracy arising from the Bolshc\’ik 
slogan of ‘workers’ control’ in industry'. In spite of strenuous 
attempts the Soviet Government only gradually and slowly 
succeeded in replacing it by centralized control until it w’as at 
last strong enough to reduce its scope and suppress it com¬ 
pletely. 

This long episode of ‘workers’ management’ was a political 
symptom of the highest significance. It was theoretically wrong 
and practically incflicicnt, but its very existence and the 
extraordinary importance which the workers themselves 
^attached to it is an expression of the otherwise mute protest 
of the working class against the abandonment of their political 
principles by the Communists. The Soviet Government made 
not the slightest attempt to understand this underlying trend, 
and hardly wanted to explain fo the workers the—real or 
supposed—necessity of its policy, nor did it think it fit to make 
practical concessions to the elemental democratic needs of 
the workers. This subterranean conflict must be regarded as 
the first important ease in which the Soviet system for reasons 
of its own disregarded the interests of the working class, as the 
first bureaucratic degeneration of Communist policy. 

The struggle for ‘workers’ control’ in Russian industry 
lasted from March till October 1917. After the Communist 
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seizure of power the capitalist owners openly sabotaged pro¬ 
duction, and this gave an irresistible impetus to the movement 
for ‘workers’ management’ of industry. Tins second stage of 
(he struggle closed w’ith the Decree of Nationalization of 
large-scale industry', issued by tlic Council of People’s Commis¬ 
sars {Sovnarkorn) on June 28th, 1918. The workers were in fact 
left in full possession of ‘their’ factories, and now the question 
arose what should be done with this precious property. The 
ensuing position w’as paradoxical and untenable. Instead of 
political democracy, a revolutionary but despotic dictatorship 
of a tiny minority established its rule; instead of industrial 
management by a well-organized central planning authority 
an amateurish democracy developed which tried to decide by 
majority vote technical and commercial problems of the 
greatest intricacy. 

This state of afl'airs may have been an interesting political 
symptom, but it could not endure for any length of time. 
Conflict between the political autocracy and the economic 
‘democracy’ was inevitable, and serious troubles soon arose. 
The political structure of the Soviet Government certainly 
burdened the future of the revolution with grave problems— 
but it was at least a strong and not incfiicient power which 
proved its right to live by its successful resistance to superior 
enemies. The ‘workers’ management,’ on the other hand, w-as 
a technical absurdity and had to be replaced by a different 
system, whatever the political situation. 

For the fulfilment of this task the Soviet Government made 
use of the Trade Unions. These had won mass support only 
since the February Revolution, but in the following months and 
years their membership grew extraordinarily quickly—partly 
ow’ing to the abolition of membership dues which were paid by 
the factory administration. At first the Communists had to 
secure their ascendancy over the Trade Unions themselves, and 
this task was quickly solved by the appointment of reliable 
Communists to all key positions. The resistance offered by the 
Mensheviks was generally slight, and already the first Trade 
Union Congress after the October Revolution (January 1918) 
defined the relations between the Unions and the Soviet power 
in a manner very satisfactory for the latter. 

The subordination of the Trade Unions to the policy of the 
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Soviet Government, never really disputed in practice, was 
finally confirmed by the Ninth Congress of the Communist 
Party {1920), where the workers’ opposition under Shliapnikov 
and Kollontai remained in a hopeless minority. The subordin¬ 
ation of the workers to the control of the centralized bureaucracy 
was, on the other hand, a task which concenied the Trade 
Unions themselves not less than the Go\ crnmcnt. 

Workers’ management in industr>’ was attacked from abov e 
and from below, from the Supreme National Economic 
Council and from the factor^' committees. The Supreme 
Economic Council had been elected in the summer of 1918 
according to the essentially democratic Soviet principle. Later 
on, the election of its governing praesidium was gradually 
replaced by appointment from above, the local organs were 
made strictly dependent on the central authorities, and the 
praesidium simply became a committee of Government ap¬ 
pointees and Trade Union representatives, a Government 
department which, together with the Council for Labour and 
Defence (STO), maintained a despotic rule over the economic 
life of the towns. 

Workers’ management was in the hands of factory committees 
which were democratically elected by the workers of each 
individual enterprise. The growing influence of the Supreme 
Economic Council reduced elections to one-third of the 
managing body; later on the elected workers’ representatives 
were forbidden to interfere directly in the actual managemeht 
of the factory, and formed special boards of control which were 
finally abolished as useless. Afterwards the Supreme Economic 
Council monopolized the right of nominations to the board of 
management which had been shared with the Trade Unions, 
who at first still retained a certain influence on the selection 
of the candidates. 

A more promising development than workers’ management 
was the attempt of the elected factory committees to extend 
their radius of action by forming a central organization of 
shop stewards. But these central councils of factory committees 
were regarded by the Trade Unions as dangerous rivals and 
quickly suppressed. Their conferences were strictly forbidden, 
and the Unions even tried to destroy the independence of the 
factory committees themselves by transforming them into their 
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local organizalkiiis. ihis demand, liowcvti, remained ai first 
only on })apcr. But the obligator)' membership in tlic Trade 
Unions extended tlieir influence to sucli an extent that at last 
in 1920 its realization could be attempted: the factory com¬ 
mittees simply became the lowest uniLs or ‘cells' of the Trade 
Unions, and were completely subordinated to tlieir central 
bureaucracy. 1 hereby the last vestige of independent working- 
class influence over the ofiicial working-cla.ss organizations 
\ anished for ever. 

'I his fact became notorious in the course of the long and 
bittci struggle concerning the role of the Trade Unions which 
divided the leaders of the Commtinists during the ycai-s 1920 
and 1921. On the factor)' management boards, Trade Union 
representatives worked side by si<lc with commercial and 
technical specialists; they protected the interests of the 'Fradc 
Unions and, to a certain extent, those of the workers, and 
functioned as liaison oflicers between the economic authorities 
and the Trade Union organization. ^Vhcn the influence of the 
workers themselves on ■ factor)' management had been com¬ 
pletely superseded by that of the Trade Union representatives, 
their real purpose had been fulfilled, and they in their turn 
became superfluous. Thus it was tfiat Lenin himself, the 
recognized leader of the Communist Parly, early in 1920 
initialed an energetic propaganda campaign against the ‘col¬ 
legiate’ management of industry and in favour ttf its replace¬ 
ment by ‘bureaucratic’ individual managers appointed by and 
responsible to the Supreme Economic Council. 

The Trade Union leaders resented this propaganda as a 
serious blow to their industrial power; for several months a 
bitter conflict developed around this proposal until the Ninth 
Congress of the Communist Party decided for Lenin (March 
1920). The factory management boards usually consisted of 
five to seven persons, -and reflected to a certain extent the 
historical evolution of Soviet industrial administration; the 
workers themselves retained, if any, a very modest position, 
the Trade Unions still had a considerable share in the shaping 
of industrial policy, and the nominees of the Supreme Economic 
Council were more or Ic,ss in control of the daily work of 
administration. The system was certainly inefficient, and its 
work slow and unsatisfactory, but it can hardly be ascertained 
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whedjcr this was due to material difiicultics, bureaucratic 
handling of business, or to the constitution of the boards 
themselves. In any case, Lenin stigmatized the management by 
boards as the root of the evil, and demanded its supersession 
by individual managers strictly responsible to their superioiN 
and strictly in control of their subordinates. 

If he believed that this change would remove the deficiencies 
of the bureaucratic Soviet apparatus, he was wrong, as has 
been exhaustively demonstrated by the subsequent history of 
Soviet industry. The individual Red Director was certainly 
obliged to render account to his superiors, and was fully 
.responsible for his actions and omissions. But in the great 
majority of all cases this responsibility remained an empty 
formality because eflectivc control was ruled out by the chaotic 
state of the country. On the other hand, the power of the Red 
Director over his subordinates was very real and formidable 
for good and evil. As long as he succeeded in maintaining his 
position he could count on full support by the local cxponcjtts 
of the State, and, particularly, by the police authorities, and 
the abolition of the management boards, which had offered 
some measure of protection to the workers, rendered defence 
against the possible abuse of his power by the manager 
extremely difficult, if not impossible. 

Thus it would seem that the advocates of‘collegiate’ manage¬ 
ment were on firm ground in their opposition to Lenin’s 
proposals. But they refrained from using these obvious and 
convincing arguments, and this for very good reasons. The 
Trade Unions deemed it necessary to base their sound oppo¬ 
sition to Lenin’s policy on the lame principle of industrial 
democracy which had been abolished by the Soviet Government 
exactly with their own help. Their arguments were, therefore, 
more pathetic than convincing, and Lenin easily disposed 
of Tomski’s opposition. He simply asked how the ‘participation 
of the broad masses in industrial management’ would be 
guaranteed by boards of five or seven persons, and the advocates 
of collegiate management were at a loss for a convincing 
answer. The only correct attitude would have been the clear 
recognition of the fact that the interests of the workers and 
those of the Soviet power and its representatives in the manage¬ 
ment of industry were by no means always identical or even 
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reconcilable. Bui the burcaucraiizcd Trade Unions, depending 
as they were on the ruling dictatorship, and holding aloof 
from the masses whose participation in the management of 
industry they championed, were unable to look this disagreeable 
fact squarely in the face. 

It is a significant symptom of the progressing bureaucrat¬ 
ization of the Soviet power that both factions in this quarrel, 
though perfectly sincere in their subjective opinions, did not 
mean what they said and did not say what they meant. Indi¬ 
vidual management turned out to be quite as inefficient as 
collegiate management whicli, in its turn, did not offer any 
particular opportunities for the ‘broad, unafliliated working- 
class masses’ to participate in the management of industry. 

Thus Trade Union influence on the administration of industry 
was completely lost; on the other hand, the Unions could 
not fulfil the tasks of Trade Unions in capitalist countries and 
protect the workers against tlic management. Instead of 
pressing the demands of dissatisfied workers on the authorities, 
they had, on tlie contrary, to secure the smoothest possible 
working of the industrial machine and urge the workers to 
higher and higher efforts. Why then preseiTc them as inde¬ 
pendent organizations? An influential group of high Commu¬ 
nist officials under the leadership of Trotsky put this question 
and answered it with the demand for the ‘nationalization’ of 
the Trade Unions. 

However, as is often the case in politics, the logical perfection 
of a principle was at the same time its practical destruction. 
In this new and violent quarrel, which caused a serious party 
crisis and raged during the winter months 1920-21, Lenin 
again asserted his supreme leader qualities and his incomparable 
sensibility of the moods and tensions of the masses. He was 
unable to prevent the ‘luxury’ of this debate, but from the very 
beginning he concentrated his attack on Trotsky and denounced 
his principles as ‘tactless’ in the highest degree. As there were 
no fundamental differences on points of principle between him 
and Trotsky this expression was particularly well chosen.' 

^ Hin only important theoretical argument against the nationalization of the 
Trade Unions was a casual remark about the elements of bureaucracy in the 
Tirst proletarian State/ At first he classed Russia as a *worken' and peasants' 
State* but by a searching question by Bukharin he was compelled to m^ify this 
assertion in a very signUtcant manner. 
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But the great politician Lenin was at tliat lime already 
convinced that any further extension of bureaucratic rule 
would provoke strong and dangerous resistance from the 
masses. This was, indeed, foreshadowed by the bitter attacks 
of the workers’ opposition within the Communist Party against 
the official leadership, and Lenin and Trotsky quickly joined 
forces to suppress this ‘semi-anarchist’ tendency. The great 
political move known as the N.E.P^was already near at hand, 
and the nationalization of the Trade Unions was soon com¬ 
pletely forgotten. 


CHAPTER NINE 


IHL ECONOMIC CHAOS AND THE PLANNED 
ECONOMY OF WAR COMMUNISM 

(i) Polilical nalionalizal'ton 

I he rcaclion of (he business classes lo the October Revolution, 
though primarily a polilical fact, had important economic 
consequences. 

'I'he social power of the controllers of industry and finance 
is based on their economic position, and this is by no means 
automalically destroyed by the fact that an anti-capitalist 
Government has succeeded in establishing itself The imme¬ 
diate consequence of such an event is, however, the loss of the 
strong protection enjoyed by all properly rights under the rule 
of ‘normal’ capitalist Governments and a great outburst of 
political and economic activity on the part of the workers 
who think that now, at last, their time has come. 

Even the most liberal and progressive business men will find 
such a state of things extremely unpromising from the economic 
|)oint of view, and will slow down production and close their 
factories. Stock exchange quotations will fall without finding 
lower IcN'cls of apparent stability, and the money and* capital 
market will completely disappear because nobody will be 
ready lo lend his money either lo the State or to private 
individuals. 

There is always a good chance that this economic reaction 
of Big Business may lead to the overthrow of the ofTending 
Government. But if the situation is sufficiently favourable for 
the revolutionaries this counterstroke may fail. The smaller 
the chances of speedy restoration of law and order, the lower 
are the prices at which speculators will buy up the remnants 
of great fortunes. A growng number of wealthy people will 
accept the necessity of liquidating their possessions and leave 
their inhospitable homes, not without breaking the new capital 
flight prohibitions of the revolutionary Government. 
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National economy, organized on capitalist lines, not 

automatically become Socialbt by a simple change of Govern¬ 
ments. When the capitalists and most of the in.uiaLieis lea\e 
their places, withdraw their capital, and sabotage the tunning 
of their {)lants, the organism of national ecotionu' itiust he 
completely disturbed and may be seriously damaged; it must 
be technically and socially reconstructed almost on the spur 
of the moment. The longer the struggle between titc rulers 
of yesterday and the rcvolutionar>’ Government lasts, the 
quicker grows its pace. 'I he workers want to prevent the ow nets 
from disposing of their enterprises to their private advantage. 
A violent struggle ensues in cvcr>' undertaking which is split 
from top to bottom according to the class composition of its 
stair and employees. This process has theoretically and priictic- 
ally no narrower limits than the c.vpulsion and cxprojjiiation 
of all employers who do not unconditionally accept the workers’ 
point of view. This process is e.xclusively determined by social 
and political factors, and has nothing to do with economic 
efficiency. Factories are not nationalized because they arc 
ripe for nationalization’ from a technical and economic point 
of view, but simply because they represent powerful positions 
in the social and political struggle; the extent of nationalization 
is therefore directly proportionate to the intensity of class 
struggles in this revolutionary conflict and to the measure of 
resistance put up by Big Business. 

Fhese events arc, of course, bound to reduce the working 
efficiency of industry for the time being. An even worse disturb- 
C‘^uscd in the sphere of currency and credit. Financial 
crisis is, therefore, inseparable from political revolution. Even 
before the actual revolutionary outbreak, many rich people in 
possession of liquid funds will try to transfer them abroad, 
be It only in order to weather a time of political or economic 
uncertainty. Afterwards an even larger exodus of capital will 
start unless the Government is strong and ruthless enough to 
prevent it. Banknotes, foreign exchange and international 
securities, gold and jewellery will find their way out of the 
country with unerring instinct. 

At the same time the Government will be bound to adopt 
inflationary measures in its struggle against its domestic 
enemies. In view of the fall in industrial output, prices will 
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go U|> and tlic state of public finance must deteriorate. After 
having tried to cover part of the deficit by loans and confis¬ 
cations. the Government will be forced to make use of the 
printing press. 

1 his may be inevitable, but it will nevertheless increase the 
difftcultics of the new regime in a vcr>' undesirable manner. 
For the maintenance of the market mechanism even after the 
removal of the capitalist owners of industry is of considerable 
importance, Nationalization may proceed at a breath-taking 
speed, but nationalization of this kind must not be taken for 
the establishment of a planned economy. Political expediency 
may compel the Government to accelerate nationalization of 
many undertakings which may have to be run under tremen¬ 
dous difficulties, and probably at a loss. This may be definitely 
undesirable from an economic point of view, and it will 
certainly have nothing to do with planning, but it may be 
necessary' nevertheless. 

'Fhe only sound solution of these complicated problems is 
the creation of a State capitalist system replacing the manage¬ 
ment of industry by private capitalists. This switchover may 
be completed within a few weeks or months in the most import¬ 
ant branches of industry, whereas the transition to a planned 
economy may need as many years. It will simply consist in 
a replacement of the private managers by commissaries, in 
many eases perhaps only their strict supervision by repre¬ 
sentatives of the State and the employees. At the same time 
there will be no fundamental change either in the wage system 
or in the market mechanism. The maintenance of market 
relations is particularly necessary for the continuation of normal 
relations between the State and the middle classes, and it is 
therefore especially important in countries with a large farmer 
population (Germany, France, United States, etc.). Apart 
from that it is the most efficient State control and State direction 
of industry in the absence of a well-developed planning system. 
There can be little doubt that this is only possible if the Govern¬ 
ment is able to maintain complete control of the credit system 
and of the currency. 

Communist economic policy during the first few years of 
the revolutionary rt^gime followed in the wake of the class 
struggle, and later on it was determined by the requirements 
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of the war. The responsible leaders of the Bolsheviks in their 
struggle for power and in their attacks on the Provisional 
Government never dreamt of suddenly establishing a Socialist 
system; on the contrary, Lenin and his intimate friends stressed 
the fact that in Russia State capitalism would be a necessary 
and progressive phase of economic development. But the harder 
the Bolsheviks were pressed by the advance of the Germans 
after the so-called Peace of Brest-Litowsk and by the growing 
intimacy between the Russian bourgeoisie and German G.H.Q_., 
the louder grew the voices of the ‘Left-Communist’ opposition, 
led by Bukharin, Kollontai and Uritsky, against the cautious 
and hesitating policy of the Soviet Government in economic 
affairs. During more than six months of Soviet rule only three 
hundred and thirty-seven factories had been nationalized and 
another one hundred and forty-nine sequestrated (lo) because 
their owners had either fled the country or actively partici¬ 
pated in the armed struggle against the Soviets; the Commun¬ 
ists left no doubt about their desire, or indeed their eagerness, 
to collaborate with loyal business men. 

Nevertheless Lenin and the Soviet Government were soon 
forced to adopt a completely different economic policy. The 
German armies advanced far into Russia, and the Entente 
Powers openly prepared and soon afterwards actually began 
intcr\cntion in Northern Russia. Internal conflicts grew 
necessarily fiercer and fiercer, and instead of State Capitalism 
it was War Communism which began its desperate rule. 

Its visible starting-point was the Decree of June 2flth, iqiA, 
nationalizing the whole of large-scale industry. Its most 
extravagant culmination point was reached in the Decree of 
November 29th, 1920, ordering the nationalization of small- 
scale enterprises employing more than five to ten workmen. 
Although this decree remained on paper, private enterprise 
was non-existent in Russian industry at the end of the period 
of War Communism. Although the Soviet Government 
consciously stimulated this process from the summer of 1918, 
it was not completely of iu own doing. The influence of the 
Government hardly sufliced to reduce the elemental destruc¬ 
tions of the clash between workers and employers. From an 
economic point of view, the nationalization of large-scale 
industry came far too early, but it was made inevitable by the 
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internal and, especially, by the foreign political situation. Ihe 
expulsion, or the voluntary retirement, of the capitalists from 
Russian industry was, of course, not enough to transform their 
l)lants into parts of a running system of planned Soviet economy. 
The So\ ict power remained, indeed, incapable of solving this 
jiroblem during the years of War Communism; tins was due 
largely to the general situation, but partly to the peculiarities 
of Communist policy. 

'I lic political situation of the Soviet State was always critical 
and very often nearly desperate, its economic position was 
hopeless from the ver^’ beginning. Every kind of government, 
\\hate\'cr its social basis and political philosophy, would have 
been confronted in its economic activities by terrific problems, 
had it even been permitted to concentrate on the reorganization 
and reconstruction of the thoroughly disorganized economic 
system. But the best leaders of the Communist Party were 
absorbed by civil war and interv’cnlion, and the facLs of the 
military situation determined the economic policy and the 
economic life of the countr)'. 

The Soviet power could not put its best men in charge of 
industr)', and these men could not use their best energies for 
the reorganization of production because they were predomin¬ 
antly concerned with the decisive social question of defeating 
workers’ management. Thus the political cul-de-sac of the 
dictatorship played its part in complicating the dilTicult 
problems of economic reconstruction. The Government was 
by no means strong enough to cut the Gordian knot with the 
sword and to impose its will once for all on the workers; it had 
to temporize and to wait until the failure of workers’ manage¬ 
ment was unmistakable, before it succeeded in abolishing it. 
1 bus valuable months were spent during which the industrial 
situation became more and more desperate. 

After the breakdown of the market mechanism, the supply 
of raw materials, fuel, labour and foodstuffs could be secured 
only by the State economic system. Production was no longer 
stimulated by the automatic forces of the market and the 
profit motive of the capitalist owners of industry and the 
peasants, it had to be kept going by administrative measures; 
and whereas the record of the food army in feeding the towns 
and the army was under tlje circumstances very satisfactory, 
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ihc same cannot be said of the work of the Supreme Economic 
Council and its numerous local organs. 

The economic machine built up by the Government was a 
tolerable instrument for the struggle for power between the 
State and the workers, but it was hardly better fitted for the 
task of managing industr)' than the anarchic factor^' committees 
which it superseded. The central economic administration was 
a gigantic aggregate of Central Departments {Glavki), and 
worked slowly and badly; a cumbrous bureaucratic apparatus 
connected the factories with the central authorities, and in 
practice the result was hardly better than the previous chaos. 

Since the establishment of this system, complaints about the 
intolerable bureaucratization of economic life were uttered 
with increasing frequency. The towns suffered from the intense 
cold, while large quantities of fuel waited for transport, even 
when the railways were technically capable of moving tlicm; 
hunger and disease killed thousands, wliile many truckloads of 
potatoes were spoilt by the cold on the railways or in the store¬ 
houses. Already in December 1918 Lenin stated: 

‘When we receive reports that raw materials are available, 
but people could not know, could not determine how much, 
when we hear outcries that warehouses filled with goods arc 
under lock and key while the peasants arc demanding, and 
justly demanding, exchange of commodities . . . we must 
know what member of what corporate board is engaged in 
red tape. . . .’ (i 1) 

The economic situation deteriorated not only owing to un¬ 
favourable external conditions but also owing to the new 
bureaucracy. Only 12 per cent of the textiles and 40 per cent 
of the matches assigned by the Government for distribution 
among the people reached their ultimate destination. (12) 
Every congress adopted resolutions condemning the growth of 
bureaucracy which generally was debited, strangely enough, to 
the economic disorganization. Lenin officially defined the Soviet 
regime as a proletarian State with bureaucratic deformations 
in a country largely inhabited by peasants. Bureaucracy was, 
however, the inevitable result of the.political impotence of 
the workers, and could not be abolished by the bureaucratic 
State. Institutions, as well as men, arc incapable of jumping 
over their own shadow. 
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ilie Supreme Economic Council was finally undisputed 
master of the industrial system, but Russian industry fell into 
the abyss. -jS/ 
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In spite of its privileged position in llic supply of raw materials 
and workers, large-scale industry’ suffered incomparably 
more than small-scale industry and handicraft production. 

In large-scale industry itself, heavy industry was the worst 
sufferer. The production of iron and steel, which was mostly 
located in Southern Russia, fell practically to nil. Coal pro¬ 
duction went down from 2,igo million pood (about 35*3 
million tons) in 1916 to 515 million pood (about 8-3 million 
tons) in 1920, oil production fell during the same time from 
602 to 2.J3 million pood (9-7 to 3-9 million tons), although the 
number of workers engaged in the production of fuel remained 
practically stationary. (14) 

The Communists could not prevent the breakdown of 
industry', and their industrial bureaucracy appears to have even 
increased the existing chaos. A financial collapse was therefore 
inevitable, and for the time being money and credit lost their 
economic role. 

This course of events was, of course, strictly contrary to the 
wishes and endeavours of Lenin and the other responsible 
Bolsheviks. As a matter of fact Lenin had been inclined to 
over-estimate the importance of the banking system under the 
political circumstances of the revolution, although it was 
perfectly sound to regard the banks as economic key positions 
of paramount importance, The nationalization of the banks 
was decreed as early as December 14th {27th), 1917, as one of 
the first economic measures of the Soviet Government. It was 
regarded by the Communists first and foremost as a measure 
of control over the rich, and this policy was certainly sound on 
principle. But it had no fair trial, and, in the chaotic conditions 
of beginning civil war, it stood no chance of success. 
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The same can be said of Communist financial policy which 
at first followed orthodox financial lines; the Communists 
made great exertions to balance the budget—much greater, 
indeed, than had been made either by the Tsarist regime or 
by Kerenski. 

The outbreak of civ il war and interv'cntion on a large scale 
rendered financial War Communism inevitable; public revenue 
fell to nil, while expenditure surpassed everyMhing known 
before—at least in paper roubles. The inflationary' process 
could not be reversed, and prices rose to fantastic heights. 
On November ist, 1917, the wholesale price index stood at 
12*85 (1913 = i); it reached 100 on July ist, 1918, 2,420 on 
January ist, 1920, and one year later it stood at 16,080. (15) 

It was, perhaps, only natural that the Communists made a 
Socialist virtue of their revolutionary necessity and proudly 
proclaimed the abolition of money: 

‘The development of Socialist reconstruction of economic 
life requires the abandonment of capitalist relations in 
industry and the elimination in the last instance of any and 
every influence of money in the relations between the V'arious 
economic elements,’ {16) 

This quotation, taken from a resolution of the Second Congress 
of National Economic Councils, overturns with surprising 
completeness the theoretical and practical requirements of the 
‘period of transformation.’ The Communists seem to have 
believed that they had shown enough realism by refraining 
from the instantaneous abolition of money, which was, how¬ 
ever, stated to be one of the urgent tasks of the party. Actually, 
money cannot be abolished before the disappearance of market 
relations. The economic disorganization of War Communism 
completely disorganized the one and the other, but it did not 
prepare the ‘abolition of money’ because no other principle 
of economic organization was adopted. 

Whatever the causes of the vicious economic circle of War 
Communism, its economic consequences were devastating. 
However unsatisfactory the mechanism of capitalist repro¬ 
duction may be from the point of view of the non-capitalists, 
it can be abolished only by substituting a new principle, like 
that of economic planning, not by merely forbidding or 
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(icslroyiiig it. The disorganization of the currency system, itself 
a consequence of terrible economic and political shocks, further 
disturbed the economic organization of the country. Only by 
its maintenance or, alternatively, by its supersession in favour 
of a system of planned economy would it have been possible 
to prevent the decline in output and the consequent depression 
of the standard of living which was bound to follow on the 
mere destruction of the existing economic system. 


{2) The breakdown of industry and the working class 

For the lime from June 1918 till October 1920 the official 
description of War Communism as merely the—more or less 
—planned consumption of existing stocks, comparable to the 
situation within a beleaguered town, holds good. During this 
period the Communists justly subordinated all other con¬ 
siderations to the paramount need of winning the war, and the 
remnants of industry were almost exclusively used for the 
satisfaction of the most urgent military demands. 

These conditions affected the Soviet pow’cr, the peasants and ‘ 
the workers in a different manner. The Soviet Slate grew 
continually in terms of officials and power, and was trans¬ 
formed into a huge bureaucratic system. The peasants suffered 
severely from the encroachments by the Government on their 
economic activities; yet these encroachments, however strongly 
they may have been felt and resented by the peasants, were 
wholly of an external character and did not diminish the 
economic independence of the peasantry towards the Govern¬ 
ment. The working cla.ss, on the other hand, was directly 
subjected to the State. The primitive Russian peasantry was 
able, for a time, completely to ignore the fate of the nation as 
a whole and to concentrate completely on its village life. The 
worken, however, cannot live except as part of the complicated 
mechanism of a modem industrialized society. Apart from 
that, they can make their power felt only by acting as an 
organized group or class; individual workers arc powerless; 
the workers of one enterprise or of a single branch of trade 
may win concessions from their individual employers; but 
only the working class as an organized political force can hope' 
to force its will on society as a whole or on the Government. 
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The ^vorkc^■b attempt to withdraw into their factories, as 
tlic peasants wiihdretv into their villages, failed quickly and 
completely. Industrial production is essentially a social process, 
and the disorganization of Russian society threatened first of 
all social connections of every description and, particularly, 
the system of the division of labour between different parts of 
the countiy and different spheres of economy. The workers 
as a class, organized in Soviets, had been incapable of gaining 
control of society; for this reason they were subjected to the 
one organized force surviving in the ensuing chaos, the new 
State. 

Although the Soviet power succeeded in getting a minimum 
of foodstuffs from the resisting peasants, this was hardly more 
than enough to feed the Red Army and the bureaucracy as 
well as the most important groups of the workers. It was 
certainly not enough to guarantee the adequate nutrition of 
the town population. City life gradually became intolerable. 
City dwellers had cither to slar\c or again to become peasants 
producing as best they could for their own consumption. Many 
industrial workers had not yet completely dropped their 
connection with the village and went back to their native 
places j the towns were depopulated. Between 1917 and 1920 
the population of forty departmental capitals fell from 

392,000 to 4,295,000, a decrease of 32-8 per cent. (17) The 
steepest decline was registered in both capitals and in the large 
industrial centres. 

The living conditions of the remaining workers were almost 
desperate. Their income, which even before the war had been 
barely sufficient to keep body and soul together, was reduced 
to a mere pittance. Their income from other occupations was 
much more important during this period than the amount of 
their wag« and their official rations. Sale or exchange of 
goods, which he acquired by fair means or foul, against food 
played a considerable part in the ordinary worker’s economic 
life. In spite of the legal prohibition of private trade, a primitive 
exchange of goods was maintained between towns and villages, 
and somewhat supplemented the scanty rations issued by the 
State co-operative societies. In the autumn of 1920, Lenin 
proclaimed as the next goal of Communist policy such an 
improvement in working-class living conditions that the 
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workers ‘need not go in quest of bread willi bags on their 
shoulders.’ 

The industrial working man lost his characlcrislic class 
character; he was transformed into a handicraftsman, hawker, 
or smuggler, applied only a fraction of his time to factory w'ork, 
and received only a fraction of his income in the form of wages. 
In spite of these manifold occupations, his nutritive standard 
was vcr>' bad, and for years he was in a stale of constant 
malnutrition. Insufficient food, bad and cold living quarters 
and defective clothes undermined his health. In the shock 
factories of Moscow, the best supplied enterprises in the best 
supplied town of all Soviet Russia, the loss of working time 
through illness was appallingly liigh. During the year 1920, 
workers in automobile factories lost 23-9 working days, 
machine builders even 32-3 working days owing to this 
reason. {18) 

The Soviet Government was nevertheless compelled to 
increase its demands on these ill-fed and weak workers, if it 
did not w’ant to lose the war. The workers were the only factor 
in the industrial system ^vhich could be cfTcclivcly influenced 
by the Government—by propaganda or promises, by threats 
or force. 

Many of the methods used by the Soviet power during the 
period of War Communism with the aim of increasing the 
average efforts of the workers have become famous by their 
renaissance during the period of reconstruction. A mixture of 
general propaganda and social pressure was the force behind 
the so-called 'subbotniki' a kind of semi-voluntary labour on 
all holidays, on Saturdays, and on May Day. The workers 
employed in the few large-scale enterprises which were kept 
open had to work longer houn. During these years the average 
daily hours worked were in excess of the newly-won eight-hour 
day. At the same time an elaborate system of disciplinary 
measures was introduced in order to increase the punctuality 
and reliability of the workers. Disciplinary courts under the 
direction of the Trade Unions were established which controlled 
the application of these measures, etc. 

The workers were, on the other hand, promised special 
material rewards for good work. From the beginning of the 
Soviet system the use of piecework was officially encouraged, 
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but the importance of liighcr money earnings was impaired 
or even completely wiped out by the disappearance of the 
market and the decline in the value of money. Workers in 
important factories were induced to higher exertions by better 
rations than could be got elsewhere. Higher w'ages in kind ^vcrc, 
as a rule, given not to individual ^^•orke^s but to whole branches 
of industry, or, at least, to whole enterprises (‘armoured’ or 
‘shock’ factories) whose importance for the supply of wai- 
material was particularly great. The reason for this inevitable 
differentiation in wages was the sound conviction of the 
Government that only better-fed—or less ill-fed—workers 
could increase their efforts in accordance with the needs of 
the army. 

The economic success of these measures was very small 
indeed. Their political effect cannot be measured at all; it is 
possible that a further decline of industrial output may have 
intensified the pressure on the Red Army, which was well nigh 
unbearable in any case, beyond breaking-point, thereby 
converting victory into defeat. However this may have been, 
War Communism fulfilled its military and therefore also its 
political aims, and that was all that could be hoped for. But 
in the meantime the working cla.ss fell into the abyss of economic 
misery and lost almost as much of its productive capacity as 
it lost of its political power. 

This fall in the productivity of labour may be measured by 
extensive and by intensive measurements. Although the working 
day was comparatively long, the number of working days 
during the year was unsatisfactory; in spite of the abolition 
of many religious holidays by the Revolution, it fell from 257 4 
in 1913 to 183-0 in 1919. {19) The reasons for this unfavourable 
development arc to be found in bad health and bad discipline. 
A further grave sign of industrial decline was the constant fall 
in the intensity of labour per unit of time: 

(o) Aknual and (A) Houri.y PRonucmvrTY or Ikdl’strial Labour 
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Raw materials were of extremely low quality, fuel was often 
completely lacking, tools and machinery were in a ruinous 
state and, last but not least, the workers were exhausted by 
lack of food, by living in overcrowded and cold dwellings, and 
by continuous worr>' and excitement. The factories of War 
C’ommunism were crammed with workers who were unable 
to do their jobs properly. The inflated currency, in spite of its 
existence in astronomical quantities, left an acute shortage of 
money behind; similarly the exhausted human labour power 
was unable to fulfil its very small tasks which, in normal times, 
would have left hundreds of thousands out of work. 

However complete the power of the Communists over the 
workers was in all other respects—politically, morally, and even 
physically—they could not induce or compel them to do their 
daily jobs with a reasonable degree of efficiency. This fact 
explains the most glaring paradox of this lime, the acute 
labour shortage. Before the October Revolution mass unem¬ 
ployment was already very general in all industrial centres, 
and this tendency was further intensified by the Revolution. 
Conditions grew worse practically until the middle of 1918, 
when a retrogressive movement set in, and in the following 
year an acute labour shortage developed in spite of the shrink¬ 
age in output. Military seiA'ice for the struggle against the 
White armies made big inroads on the best elements of the 
working class, some of the remainder left the towns and went 
back to the land, others were prevented from working by 
illness or death. The supply of labour was in this manner 
considerably reduced, whereas the low productivity of labour 
raised the demand of industry far above the level which would 
have been warranted under normal conditions by the volume 
of production. 

In view of the serious failure of all other methods to raise 
the productivity of labour, the leaders of the Soviet power who 
still regarded themselves as the ‘vanguard’ of the working class 
were compelled to apply physical compulsion in their relations 
to the workers. Lenin’s minimum programme before the 
October Revolution contained the idea of compulsory labour 
service as a measure of coercing the rich. When this method 
was finally resorted to during the year 1920 it was, however, 
the purest exprc 5 «ion of the subordination of the workers to 
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the Soviet Government, for its economic usefulness was exactly 
nil. This experiment expressed in a curious way the divergent 
tendencies within the revolutionary but bureaucratized dic¬ 
tatorship. With the gradual weakening of intervention, large 
parts of the victorious Red Anny became militarily super¬ 
fluous. During the winter of 1919 -20 the Government therefore 
decided to make use of these forces for urgent economic tasks. 
This very idea is in itself a memorable symptom of the quick 
transformation of revolutionary Communists into .So\ict 
bureaucrats. The same workers and peasants who had been 
holding their own against a world of superior enemies failed 
completely and miserably when used as Labour armies for 
the reorganization of transport. In spite of this failure, the 
Government .soon aftersvards tried to overcome the acute labour 
shortage by a further attempt of the same kind. During the 
summer and autumn of 1920 new Labour armies, comprising 
not only labourers but also skilled workmen, were formed by 
‘mobilization decrees,’ but their achievements were no better 
than those of the Red Army detachments used for similar 
purposes. 

This measure alone justifies the statement that the Soviet 
Government had completely lost its supposed character as an 
instrument of the working class. It certainly maintained its 
revolutionary energy and its general solidarity with the interests 
of the workers, as far as the struggle against the forces of 
counter-revolution was concerned. Nevertheless it had been 
transformed into an independent power which could try to 
compel the masses by military methods for non-military pur¬ 
poses—though, of course, to the supposed ultimate advantage 
of the masses themselves. 


(3) TIu System of IVar Communism 

War Communism was caused by a political conflict and had 
a political purpose. Its effects embraced the economic life and 
the social structure of Soviet society which was ruthlessly 
changed but not fundamentally reorganized. The political 
aim of War Communism was the maintenance of the Soviet 
regime. The disciplining of the tw'o classes composing Soviet 
society, the pca.sants and the workers, would have been essential 
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under all cirtumslances, and it was particularly necessary as 
condition for the victory of the revolution against internal and 
international counter-revolution. 

In this respect the Communists acted only on the spur of 
Iiistorical necessities, not of their own doing, which had to be 
considered if they wanted to sur\ive. But the powerful instru¬ 
ment created for this purpose became a social power of its own. 
Its immediate justification as an absolutist dictatorship dis¬ 
appeared with the victory of the Soviet regime against its 
military enemies—but here it was, more powerful and more 
ready to rule the country than ever before. In the consciousness 
of its leaders the Soviet State continued to be merely the 
instrument of the workers; but it had already ceased to be 
this in real life. 

'I lic two revolutionary' classes of Russian society, the workers 
and the peasants, represented two different epochs of social 
history, and their interests were identical only in their struggle 
against counter-revolution. The Russian peasantry did not 
want anything better than to live a life of its own without 
being exploited by otlicr classes. But this backward peasantry 
had to Icirn by the experiences of war and civil war that there 
was no alternative to active struggle in the capitalist world 
in which it was living. The results of the revolution had to be 
defended against powcrftd enemies, and the peasants were 
unable to take the lead. This leading part was played by the 
workers who defended the interests of the peasants not less 
than their own; nevertheless they were in the hinterland 
stubbornly opposed by the peasants when they asked for food 
and raw materials (n order to continue the war. This conflict 
of interests, serious though it was, docs not, however, explain 
the renaissance of a bureaucratic State apparatus. In practice, 
it was usually solved in a non-burcaucratic manner: the food 
detachments securing the feeding of the towns were groups of 
workers, chosen and directed by the Trade Unions. Imperfect 
thougli it may have been, their agrarian policy shows the 
Communist.s immeasurably superior to all their predecessors 
in power who had failed in face of much smaller difflculties. 
The economic interests of the peasants had to be violated to 
some extent in order to safeguard the new social and political 
order which was of the highest importance for the peasants 
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themselves. During the time of military conflict, the agrarian 
policy of the Soviet power was generally impeccable. 

The relations between the Government and the workers 
were much more complicated. The asset side of War Commun¬ 
ism for the workers is represented by the maintenance of the 
Soviet regime. The heaviest liability of this period is their loss 
of political power and the transformation of the Communist 
State into a largely independent and extraordinarily powerful 
social organism of its own. For the peasants, the State was a 
nuisance, the nuisance value of which was certainly very great, 
but which could be finally kept at bay by a production strik<*; 
for the workers it was the centre of energy' issuing strength, 
movement, and action, the power which guaranteed them 
their piece of black bread—and which could refuse it in case 
of disobedience. 

The newly-established bureaucratic State had two great 
tasks to fulfil—the maintenance of the revolution and the social 
reconstruction of the country. The first aim was realized by 
the creation of the Red Artny, but the whole civil and economic 
administration of War Communism was an unqualified failure 
and proved incompatible with the interests of Russian society 
as a whole. The most important cause of the pernicious etfeefs 
of War Communist policy on the productive forces of the 
country was the bureaucratization of the Soviet power which 
used its enormous strength in order to establish itself as an 
independent social power, and which satisfied the interests of 
workers and peasants only when they coincided with the 
interests of the bureaucracy, or when irresistible pressure 
compelled it to give in. The bureaucracy combined unlimited 
claims with practical inefficiency and gross incompetence, and 
had its due share in the economic breakdown of the country, 
which was, however, to some extent inevitable. 

But in spite of its defects, the bureaucratized Soviet power 
w^ an indispensable instrument for the military struggle 
against internal and external enemies. Since the middle of 
1920, however, the growing independence of the bureaucratic 
Soviet State caused political and economic measures to be taken 
which were definitely against the interests of the workers and 
the peasants. In the field of international policy it may be 
considered as very doubtful whether the conquest of Georgia 
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by the So\iets may be included in this category; it was 
certainly more than the fulfilment of the revolutionary duty 
to support a friendly revolutionary movement abroad. On the 
other hand, the Menshe\'iks—whose regime was not only 
unstable but completely dependent on the Allied Powers— 
have no reason whatever to complain of Bolshevik violence. 
In any case, the Bolshevik advance on Warsaw in 1920 cannot 
be defended by any argument of this kind. It was not only an 
expensive failure, but on principle it was the action not of 
revolutionary Socialists but of would*bc conquerors. The 
Soviet Govcnimcnt could embark on this venture only by 
completely disregarding the Russian workers’ desire for peace 
uhich could not be voiced through constitutional channels. 

The ‘mobilization of labour’ in the summer and autumn of 
1920 and the attempted destruction of the last remnants of 
Trade Union independence (discussion about the ‘national¬ 
ization’ of the Unions) were measures of no intrinsic value 
whatever and detrimental to the interests of the workers. 

The extension of industrial nationalization to small-scale 
industry in November 1920, after the defeat of the last impor¬ 
tant White general, was justified neither by the class warfare 
between workers and capitalists, nor by the actual state of 
economic organization. This senseless measure can be explained 
only by the bureaucratic ‘racing’ of the State machine. 

The same tendency, coupled with fundamental mistakes in 
the evaluation of the real situation in the villages and of the 
relations between the peasants and the State, was revealed by 
the resolutions of the 'Third Soviet Congress in December 1920 
to increase the sown area by decree [rapporltuT Ossinski). 
Another consequence of this extremely bureaucratic attitude 
was the particularly rigorous suppression of private trade during 
the fatal winter of 1920-21. The continuous growth of this 
‘illegal’ trade did not induce the Government to overhaul the 
existing legislation, but was simply met by police measures, 
although it was the most obvious sign of the impending crisis. 

Thus the practical policy of the Soviets aAer the end of the 
Civil War openly refutes the oflicial thesis, repeated with great 
emphasis by Lenin himself, that War Communism was nothing 
but an emergency system of war measures. This may be true 
of its genesis and for the greater part of its existence; but in 
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the course of lime it grew continuously, and finally it became 
the despotic ruler of politics and economy and of practically 
all social activities of the population, particularly in the towns. 

This unlimited power of the State, it is true, existed only in 
the imagination of the rulers themselves. The fundamental 
conflict between the organization and politics of the regime of 
War Communism and the interests of the workers and peasants 
was bound to produce serious clashes, and it was by no means 
probable that the bureaucracy would emerge victorious from 
the conflict. The Kronstadt rebellion destroyed the genuine 
illusion of the bureaucratic rulers who believed that the main¬ 
tenance of their power was identical with the victory of 
Socialism; but the g;uns, which maintained their historical 
position as ullima ratio even of the flrst State without capitalists, 
destroyed quite as effectively the illusions of the workers who 
believed that, after three years of Civil War and Intervention, 
and after the miserable failure of the labour movement in 
Central Europe, the rule of the Soviets without the Communist 
Parly was a practical alternative to the bureaucratized but still 
revolutionary dictatorship. 
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CJIAP T£R TEN 


THE CONTENTS OF THE NEW ECONOMIC 

POLICY 


1 he abandonment of War Communism b> the So\ id Go\ ern- 
ment was the beginning of a new cliaptcr in the histoi^ of 
revolutionary Russia. However strong the social and economic 
causes promoting it, this change was the result of conscious 
deliberation by the ruling power, and its implications can be 
deduced from tlie legal and economic measures thcmsch cs. 


(i) The agricuilural S.IC.T. laws 

When llie original measures of the N.E.P. were anncnjnccd 
to the delegates ol the Tenth Congress of the Communist Party 
in March 1921, they came completely as a bombshell. Most of 
the delegates were unprepared what to think of the new course 
when it was outlined by Lenin. The remarkable acceptance of 
this sudden change without opposition worth mentioning 
proves not only Lenin’s ovcnvhelming authority but also the 
fact that the Communist Party had already ceased to be a party 
and actually represented the Government and its local executive 
and controlling organs. 

The N.E.P. started as a series of concessions to the peasants 
whose resEtance against requisitioning threatened the whole 
country with famine. At first these concessions were very small 
indeed; Lenin expected that unlimited free trade would 
inevitably lead to political counter-revolution. 

trade, even if at first not so closely linked up with the 
White Guards as Kronstadt was, will nevertheless inevitably 
lead to the rule of the WTiite Guards, to the victory of capital, 
to complete restoration.’ (i) 

The quota system’ was replaced by a fixed tax in kind which 
w^ to furnish in a normal year 240 million pood of grain 
(a out 3 > 900 >ooo tons). After having paid their tax, the peasants 
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should be free to ^ell ihcir surplus produce, though at first 
only in the local market. The Communists hoped that this 
trade would be monopolized by the co-operative societies 
whose village connections were to be greatly extended. Never¬ 
theless Lenin was rather pessimistic about the implications of 
the step he was about to take: 

‘We must not close our eyes to the fact that the substitution 
t)l' a lax for quotas means that under the present system the 
kulaks will grow more than they have up to now.’ (2) 

In March 1921 it would have been nothing short of criminal 
to adtocaic more far-reaching changes. The Communists 
wanted to satisfy the peasants’ wishes only as far as was neces¬ 
sary to avoid famine. In view of the bad prospects for the 1921 
hartcsl further concessions were inevitable. The limitation of 
grain sales to the local markets was abolished on July 19th, 
1921. On August 9th, 1921, the expansion of trade with the 
countryside was particularly stressed as a means of alleviating 
the consequences of the crop failure. Shortly afterwards 
comparatively independent agricultural co-operative societies 
were re-established and united in the ‘Sclskosoyus.’ 

The frequently repeated partitions of land had already been 
provisionally forbidden by the Sovnarkom on April 30th, 
1920. Now the peasants were protected for a certain number of 
years in the possession of the land actually cultivated by them J 
this should induce them to improve their farms and increase 
their output. Finally the whole system of agricultural N.E.P. 
laws was codified in the agrarian law of 1922; it contained 
safeguards against the reappearance of kulaks in the rcvolv- 
tionary village, particularly by the discouraging of the employ¬ 
ment of labourers and the renting of land, although thesc^ 
institutions were not forbidden outright but permitted under 
special circumstances. 

(2) The new industrial polig) and organization 

In spite of their original misgivings the Soviet leaders were 
quickly convinced by the facts that the new policy could not 
be restricted to agriculture. The industrial system of War 
Communism very soon proved incompatible wth the new 
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order in the villages. Under War Communism industry worked 
directly for the needs of the State; the Government supplied 
it with raw materials and fuel and with food for the workers, 
and took over the output of finished goods without the nicety 
of exact accounting. This system was no longer tenable under 
the radically different conditions of the N.E.P. The peasants 
could cither sell or store their surplus produce; they would 
sell it only in exchange for manufactured goods and industry' 
therefore had to work for the peasant market if it w’anted to 
get raw materials and foodstuffs. 

Under War Communism industry had been run by the State 
for the State. N.E.P. industr>', on the other hand, had to learn 
how to buy its own raw materials, to pay its workers money 
wages, and to sell its output in the market at remunerative 
prices. This basic difference between the conditions of War 
Communism and the tendencies of the N.E.P. compelled the 
Soviet power to adapt its industrial policy to the rule of the 
market and to develop a new system of industrial adminis¬ 
tration and of distribution. 

Requisitioning, the sole certain, though small, source of 
agricultural produce, had to be abandoned for political reasons. 
Industry was in future dependent for its supply of raw materials 
on exchange with the peasants who parted with their products 
only if they could get manufactured goods in exchange. Even 
those branches of industry which did not use agricultural raw 
materials were in the same condition concerning the foodstuffs 
needed for their workers. After a temporary period of transition, 
during which industry fed its workers directly and bartered 
manufactured goods for food and raw materials, money came 
into the field again. 

These developments were irreconcilable with the obligation 

of War Communist industry to hand over its output to the 

Government. On August gth, 1921, most branches of industry 

were, therefore, permitted to sell part of their output in the 

free market, and this permission was extended in October to 

their whole production. Thus the basis of War Communist 

economic policy was replaced by a new system, and a thorough 

change in Communist industrial policy was only a question 
of time. 

Under War Communism industry neglected (both by 
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necessity aiul free will) any control of its costs; the N.E.P. 
introduced new aims and new standards of necessity. The 
distribution of the industrial output was no longer decreed by 
the Government but effected through the market. As in 
capitalist countries, market conditions became decisive for the 
N’olumc of production, for industry had to avoid losses and to 
make profits. For this reason it was imperative that first of all 
the accumulation of industrial losses should cease. Industry 
had to pay its way, i.e. to cover its costs by the proceeds of its 
sales. This condition of simple industrial reproduction was 
called the ‘economic principle.’ Industry was no longer per¬ 
mitted to work at a loss, without consideration of production 
costs. When unfavourable market conditions threatened to 
involve (he concern in loss, production costs had to be cut or 
plants had to be closed for the time being; the workers lost 
their jobs and had to look to unemployment insurance for 
support. 

However, even the maintenance of industrial production on 
the staiA’ation level of the famine year 1921 could not be 
regarded as a permanent aim of Communist economic policy. 
Aficr the decline of industry was brought to a halt, the problem 
of reconstructing it and increasing its output had to be tackled. 
Being, on principle, dependent on its own resources, N.E.P. 
industry could do this only by increasing its working capital 
cither by accumulating profits or by borrowing. Credits (cither 
in the form of bank credits or, very frequently, in the guise 
of wage arrears and tax debts) played a considerable part in 
this process, but the Soviet Government justly bcliev^ that 
the only sound basis of industrial recovery was to be found in 
the accumulation of profits. The authorities preferred the name 
‘commercial principle' as not smelling of capitalist practices, 
and initiated a vigorous campaign for its application by the 
managers of State economy. This desirable result could be 
achieved by cither of two different methods, by raising selling 
prices or by reducing costs. When practically applied, the 
former roused the peasants to a dangerous form of passive 
resistance, whereas the latter was responsible for numerous 
industrial conflicts between the workers and the managers of 
State industry. 

The renaissance of the market effected a complete trans- 
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formation of Communist policy in less than a year; but the 
new policy could not be applied by the economic organizations 
of War Communism. The centralization of economic power in 
the hands of the Supreme Economic Council was primarily a 
move in the game of power politics between the Go\ ernmcnt 
and the workers, and not an administrative measure. Under 
the N.E.P. thLs organization proved preposterous and, having 
serv’cd its primary purpose, it was quickly abolished. Instead 
of the management of industry by the ‘Gla\ ki,’ management by 
State ‘trusts’ became the rule. 

These trusts were combinations of a number of plants 
belonging to the same branch of industry' and obtained great 
power over their component parts. On the other side, their 
management was hardly more dependent in its routine work 
on the State than the management of capitalist conecnis 
depends on the meeting of shareholders, and could freely 
dispose of the liquid (w'orking) capital of the enterprise. These 
new units of State industry were in a similar position towards 
the market as capitalist business firms. Their success depended 
on the state of the market and they tried to infiucncc market 
conditions in order to make higher profits, sometimes with 
considerable success. An interesting development was the 
further concentration of trusts to ‘syndicates’ closely resem¬ 
bling the earlier cartels of Russian industry and animated by 
exactly the same spirit as their pre-revolutionary predecessors. 

At the same time, a considerable part of small-scale industry 
was denationalized. After the introduction of the N.E.P. the 
suspicions of the Government against the capitalist business man 
proved weaker than its desire for a quick increase in industrial 
output, and it was decided to re-establish a kind of carefully 
regulated capitalist industry. Many of the small-scale firms 
nationalized in November 1920 w'cre now simjjly to be returned 
to their owners, if it was possible to find them (December loth, 
1921). Another bunch of small shops had been leased out 
already to co-operative societies, municipal authorities, but 
also to private individuals (July 5th, 1921). For the exploitation 
of natural resources or the running of large-scale enterprises 
requiring more capital than the Government could dispose of, 
foreign capitalists were invited, but thLs policy of ‘concessions’ 
was a failure, in spite of Lenin’s sanguine expectations. 
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After all these surgical operations there remained still more 
factories than the economic bureaucracy could manage and 
the impoverished country could use according to N.E.P. 
principles. The newest and best plants were handed over to 
the trusts, which had to run them according to ‘commercial 
principles.’ The remainder was closed, but their machinery 
was kept intact for later use, or, as the Communists said, they 
were conscr\ed. This policy was ccrlaittly sound and far¬ 
sighted, and during tlic later ycais of the N.E.P. it helped the 
SoN'iel Government to surmount the growing difficulties of the 
‘pre-uar lexel’ in industry. 


(3) The simple Jot the turrency 

I'he return to a market economy, the decentralization of 
State industry and the rcadmission of the private manufacturer 
and trader were serious obstacles to the direction of the 
economic system by the Government. In this situation money, 
which had been proclaimed to be ‘dying’ a long time ago, 
assumed again unexpected importance. 

The alliance or ‘smychka’ between peasants and workers, who 
were assumed to be represented by the Soviet power, was to be 
expressed by the state of the market. Market conditions deter¬ 
mined the rate of production in different industries, and their 
development was frequendy not quite in accordance with the 
wishes of the Government. The rule over the market was, 
therefore, a fundamental condition of successful direction of 
the economic system by the State and the first step to acquire 
power over the market was the re-establishment of a stable 
and, at the same time, flexible credit system. The private 
trader was permitted to do business without administrative 
interference; he had to be kept in hand by economic and 
particularly by financial measures. Last but not least, the 
Soviet Government had been compelled to retreat, but it did 
- not renounce its aim of constructing a Socialist system of 
society. It needed economic power, and this meant first of all 
bringing order into the existing chaos, balancing the budget, 
and accumulating reserves. 

Thus the termination of inflation was the most urgent task 
of the hour. Inflation was in full swing at the time of the 



THE CONTENTS OF THE NEW ECONOMIC POLICY IO3 

October Revolution, and the chaos of civil war, supported by 
the childish financial policy of War Communism, completely 
destroyed the rouble. This process was not simply stopped by 
the transition to the N.E.P. Inflation grew further, and the 
more it advanced the more difficult it was to fight. It destroyed 
the basis of economic calculation, fa\oured speculators and 
profiteers, engendered a general feeling of recklessness and 
insecurity, and was a terrible obstacle to economic and social 
recovery. 

The first step which had to be made to end inflation was the 
balancing of the budget. The exhaustion of the country througli 
the famint of 1921, on top of the previous privations, excluded 
the sudden introduction of a balanced budget, and this aim 
was only reached in 1924, when the use of the printing press for 
Government expenditure was for the time being abolished. 

Sources op Public Rexx-nue in Per cent op E.xi-i:ni>iturf. 



Taxation 

State property 

Loans 

Xote emission 

I-nI/1922 

2*7 

10*6 


ur>'7 

I-nI/1923 

340 

3^*7 

4*5 

30*8 

x-XII/1923 

32-9 

364 

21*1 

9 <> ( 3 ) 


A new system of taxation was created which at first depended 
very strongly on direct taxes, particularly tlic agricultural 
taxes in kind; later on, however, the importance of indirect 
taxation increased very quickly: 

Taxation Yield in Million Chervonets-Rouules 

Direct taxe.s .. .. 32i'5 410*1 

Indirect taxes .. .. 160*2 308*1 

Stamp duties ., 21*1 70 *3 (4) 

This return to financial orthodoxy was a very painful but a 
very salutary reform; and after two or three years of economy 
the budget was once more in order. But Russian economy 
could not remain such a long time without a stable currency. 
Number and volume of market transactions increased, and the 
need for a stable and generally accepted measure of value and 
a means of payment permitting the establishment of credit 
institutions became imperative while the Soviet rouble 
depreciated from day to day. 
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But the Government still had to use the printing press to 
‘balance’ income and expenditure, and its financial strength 
\vas insufficient to replace the Soviet rouble by a new currency. 

temporary solution, which satisfied the need of industr>' and 
trade for a stable currency without depriving the Government 
of its cheap source of income, was found in the ‘double currency’ 
of Soviet rouble and Chervonets; the legal tender, the Soviet 
rouble, was left to its fate and a new bank money, the Chcr- 
\oncts, was issued for industrial and commercial purposes, 
through the new State Bank (Gosbank). 

Its essential aim was the granting of working credits to State 
institutions which could no longer be subsidized from the 
btidget and needed additional resources. But at first the rapid 
progress of inflation frustrated the intentions of the Govern¬ 
ment. Its capital was rapidly lost, and the Ministry of Finance 
had to replenish it almost completely. Since the autumn of 
1922 the State Bank issued Chervontsi notes which wcrc^ot 
legal tender, but which were prevented from rapid depreciation 
by the normal safeguards used by modem issue banks. The 
currency unit and the smallest note issued was the Chervonets, 
an imitation partly of the old Tsarist sovereign and partly of 
the English pound sterling; this high unit was expressly chosen 
in order to prevent the rapid use of the new currency by the 
people at large. During 1923 the Chcr\oncts rapidly rcplftccd 
the Soviet rouble in circulation. Its value abroad was well 
maintained owing to the strict control of the stock exchange 
by the Government, but its intrinsic value fell during the 
year 1923 in the wholesale trade by one quarter, in the retail 
trade by not less than four-tenths of its nominal value. 

The reason for this strong depreciation wa.s, of course, 
excessive is.suc of money by Gosbank. It was compelled to 
adopt this obviously dangerous policy by the commercial 
methods of State industry, which used its new credit facilities 
to raise prices in order to increase profits and starved the 
market of manufactured goods. In view of the lack of working 
capital of its own, industry could do this only by not repaying 
loans to the State Bank, which had to grant new loans in order 
to avoid a crash. 

The Soviet Government put the (real or supposed) interests 
of State industry above everything else, not even the fate of 
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the new currency excluded. With tliis exception, however, the 
Chervonets was defended by all means at the disposal of the 
State whether fair or foul. But in spite of avoidable hardships 
for the population the policy pursued by Gosbank was essen¬ 
tially sound, and probably the best that could be adopted in 
the circumstances. 

Towards the end of 1923 it became possible and, at the 
same time, even necessary to replace the inflated Soviet rouble 
by the new Chervonets currency. Inflation reached such a 
pitch that the printing of new notes was practically useless. 
Banking, industry and wholesale trade went over to the 
Chervonets as early as spring or summer 1923. In the autumn 
the peasants grew restive, and many of them refused to accept 
Soviet roubles, and during the winter months many important 
enterprises started to pay wages in Chervontsi. 

Thus the Soviet rouble became practically useless for the 
exchequer, and the last reason for maintaining the ‘parallel’ 
currency disappeared. On February 14th, 1924, the printing 
of new Soviet roubles was slopped, and after June 1st, 1924, 
the old currency was no longer accepted as legal tender. The 
rate of exchange between the new currency and the old was 
50,000 millions to one, and this extent of inflation was surpassed 
only in Germany. 

Although the Chcrv'oncts afterwards became the basis of 
Soviet Russia’s currency system, the Soviet power was not 
yet strong enough financially completely to renounce the u.sc 
of its monetary power for budget purposes. It took care once 
more to realize a big monetary profit and to retain a small but 
pleasant source of revenue for the future. Whereas Chervontsi 
and higher notes were issued by Gosbank which had to observe 
the precautions and conditions laid down in the Bank Act, 
smaller notes and coins were still issued by the Ministry of 
Finance (Narkomfin) without any cover whatsoever, but only 
up to a total of one-half the amount of banknotes in circulation.* 
As the outstanding banknotes totalled 374.3 million Cher¬ 
vonets-roubles, the exchequer at once realized a profit of about 
*90 millions. 


‘ This purely technical point would not be worth mentioning for its own 
*K ** *h'Juld not be overlooked, howes'er, beraitv it the starting-point for 
the second innalionary wave during the Firtt Five Year Pl.in. 
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In view of (lie gigantic technical difficulties and the poverty 
of the exhausted country, the stabilization of the currency was 
certainly an important achievement. The attitude of the 
Communist Party towards this problem is a good example of 
the elasticity with which the parly, in former years completely 
absorbed by underground work and then by the leadership 
of a long and terrible war, tackled its new tasks. 

This medal has, however, its reverse. The backwardness of 
the Soviet Union, as it is called since 1923, whose effects were 
further increased by civil war and intervention, compelled the 
Communists, in the field of financial policy as elsewhere, to 
play a part which was not in harmony with their revolutionary 
ideals and intentions. They acted under the compulsion of 
objective necessities, and their policy was probably the only 
one which could be successfully applied. But leaving the Soviet 
rouble to its fate and establishing a new currency system 
required serious sacrifices by the masses of the people. By 
compelling the masses to make these sacrifices, the Government 
separated itself still further from the people than had happened 
already during War Communism. This grave development 
strengthened the bureaucratic forces within the dictatoi*ship, 
until the last few drops of ‘Soviet oil’ completely vanished 
from the ‘workers’ state with bureaucratic deformations.’ 



CJIAPTER ELEVEN 


AN OUTLINE OF ECONOMIC DE\ ELOP.MENTS, 

1921-192^ 


(i) The peasantry during the early .N.E.P. 

When ihc Communists at last decided to introduce the N.E.P., 
the agrarian crisis Iiad idready entered on its tragic final 
stage. The sown area was greatly reduced in the most fertile 
parts of the country, and these very provinces were visited by 
a serious drought. The combined effect of these t^vo factors 
was a terrible crop failure which caused famine throughout a 
large part of Russia. Exact estimates arc, of course, not a\ ail- 
able, but the number of famine deaths must have amounted 
to several millions. 

However grave the situation created by this event, the vei7 
backwardness of Russia’s agriculture made a comparatively 
quick and complete recovery possible. Although the sown area 
still continued to fall in 1922 because many peasants had eaten 
their seed grain in order not to die of hunger, favourable 
weather conditions and the renaissance' of the market for 
agrarian produce were responsible for a crop which was 
comparatively plentiful. Although the sown area was only 
68 per cent of that of 1913, the gross harvest amounted to 
2>867.6 million pood (about 47 million tons) as compared to 
certainly less than 2,000 million pood in the previous year. (5) 
Although the weather was not so good in 1923, the sown area 
increased considerably and balanced this disadvantage, leaving 
the level of grain production practically unchanged. The 
harvest of 1924, on the other hand, resulted in a serious crop 
failure which severely handicapped the economic activities of 
the Government. 

The othcrbranchcsofagriculturalproductionshowed a similar 
or even a better picture. Particularly the cultivation of technical 
crops which were of vital importance for many branches of 
Russian industry made excellent progress, and the rising 
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demand for cotlon, wool, flax, oil seeds, sugar bed and tobacco 
quickly increased the output of these goods. Cattle breeding, 
too, showed signs of improvement, although its decline could 
be slopped only by much more intense cfibrls. 1922 marked the 
lowest point of a long descent, and in 1923 recover^' set in; 


Ll\ til OCK 

IN Million 

Head 



tgtO 


1923 

Hon>cs .. 

3>-3 

20-2 

20 - 1 

L.^l•gc horned cattle .. 

503 

35 -« 

38-6 

Sheep .. 

79-9 


55-2 

Goats .. 


1-2 

I *6 

Pigs. 

»9‘3 

06 

9- ' (b) 


I'hese plctising tendencies of agrarian development were 
of great importance, but in the beginning of 1924 the absolute 
level of agricultural output was still very low. Thus the output 
of grain in 1923 was only two-thirds of the 1913 crop, and the 
average production of technical plants reached hardly one-half 
of the pre-war figures. The Russian village had lost one-half 
or at least one-third of its farm animals, and the gross value 
of agrarian production at the end of this period, in the economic 
year of 1923-24, was certainly not more than 79*6 per cent 
of the 1913 figure (7)—and probably considerably less. The 
state of agriculture was much better than that of industry, 
but it was still bad enough. Russian fanning had still a long 
way to go within the new framework of agrarian society before 
touching the pre-w ar level, low as this had been. But the N.E.P. 
certainly formed a suitable environment for the stimulation of 
production up to this point, which was, indeed, reached in the 
course of the next few years. 

(2) Industrial raovtry and the market 
♦ 

The end of civil war and intervention and the introduction 
of the N.E.P. brought about a complete change in the indus¬ 
trial situation. Under the N.E.P. the enforced production of 
means of destruction was both unnecessary and impossible 
because the N.E.P. State had no money and reduced credits 
aijd subsidies to a bare minimum. Heavy industry was, there¬ 
fore, {IS far as ever from recovery, and for the time being its 





OlTTLINi: or F-COXOMIC DFVri.OPMr.N-IS, 1921-192^ 109 

state deteriorated even further. Consumption goods industries 
and handicraft production, on the other hand, now found a 
ready market for their goods, although the prospective and 
eager buyers were at first too poor to buy as much as they 
needed. 

An approximation to the real condition of Russian industry 
during these years may be gleaned from the following figxircs: 


{In million ChmonetS’roubUs) 

I. Extractive industry. 671*2 

11. Industrie using agricultural raw 

niatcriab.1,178 0 

III. Industries using industrial raw material 1,071*9 


IncTtast in 

844 9 35-9 

3,3891 102-8 

1,328-7 23-4(8) 


The slow growth of extractive industry (comprising fuel, ores 
and minerals, etc.) was due to the continuing crisis of the 
metallurgical industry. The working up of agricultural raw 
material made impressive headway, and the most important 
branches of this group (textiles, leather, food, etc.) were 
obviously consumption goods industries. The comparatively 
slow growth of industries using industrial raw materials, 
particularly metals, was clearly a consequence of the depressed 
state of capital goods industries. 

The production of fuel grew comparatively quickly because 
oil and coal were used in practically every branch of eco¬ 
nomic life. Metal industry, on the other hand, was almost 
completely depressed. The only exception was the construction 
of agricultural machinery whose value rose quickly from year 
to year. At the beginning of the N.E.P. it was only about lo 
per cent of the pre-war figure, but during the next two years 
production more than trebled, and in 1923-24 it was already 
25*6 million gold roubles as compared 1067 million in 1913. (9) 

Most branches of light industry considerably increased their 
output, as may be gathered from the following specimen 
figures: 


Salt, million tons 
Sugar, million tons .. 

^Hon goods, million metres 
Woollen goods, million metres 


‘ 9>3 

iQSS 

1933 

1^22^23 

19113-34 

2*0 

1 *0 

0-74 

119 

1-34 

13 

005 

o- ig 

0*20 

0-37 

2,350-0 

15* 0 

3470 

583*0 

836-0 

950 

143 

23-4 

^* 9-9 

33-8 (' 
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However modest these results may appear, tiicy reveal a 
strong upward tendency, and these figures must be supple¬ 
mented by a considerable allowance for the contribution made 
by small-scale industr>' and handicraftsmen to the total supply, 
of consumption goods. 

The different development of capital goods and consumption 
goods production was, of course, a consequence of the state 
of the market. The initial cause of the industrial recovery was 
the demand of the peasants for manufactured goods in exchange 
against food and agricultural raw materials. Heavy industry, 
on the other hand, always very largely depended on the 
demand by the State, the railways, and the army. The financial 
policy of the early N.E.P. strictly prohibited all capital expendi¬ 
ture which was not completely unavoidable. Machine con¬ 
struction was likewise idle—with the c.xccption of agricultural 
machiner>’—because the N.E.P. factories had more machines 
and tools than they could profitably use. 

Yet the Soviet Government was fully aware of the fact that 
a strong iron and steel industry was necessary for the future 
development of the economic system of Sonet Russia. For 
this reason it justly broke its financial rules and subsidized 
heavy industry in order to prevent its complete collapse. For 
the time being it could do no more, and the leaders of the 
Soviet power had to acknowledge the melancholy fact that the 
Soviet Union was still a peasant country whose economic 
development depended in the main on the rhythm of agri¬ 
cultural production. 

(3) From thf beginning of the N.E.P. to the 

scissors crisis 

After the stress and tension of War Communism the com¬ 
parative freedom of the early N.E.P. was' the signal for a rapid 
‘flight into real values’ offering great opportunities for specu¬ 
lators and profiteers. Everything was bought and sold, regardless 
of the chances of final realization. But this first intoxication 
was quickly over. The N.E.P. was for State industry a period 
not only of greater rights but, above all, of greater obligations. 
It had to pay its own way, and could not look to the exchequer 
for help if its resources were exhausted- 
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The economic experts of the Soxiet regime based their 
policy on the undeniable desire of the peasants to exchange 
their surplus produce for manufactured goods. But in the year 
of famine and distress, 1921, the peasants did not dispose of 
a surplus product. They could hardly, or not at all, feed 
themselves, and were neither able to pay their taxes in kind 
nor to buy textiles, boots, kerosene and matches, hoxvexcr 
urgently they needed all these things. During the winter and 
spring months of 1921-22 industry had to look for other 
customers than the peasants, if they could be found. 

The speculative fervour of the autumn of 1921 strongly 
supported the erroneous idea that the ‘free market’ contained 
mystical, ine.xhauslible possibilities. During the follotving 
months the fallacious character of this idea was exposed by 
the hard fact of a grave economic crisis; State trusts closed 
their factories, dismissed their svorkers, and practically in all 
respects they imitated the capitalist entTepreneur faced by a glut 
in the market and a sudden fall in prices. 

After the beginning of the crisis, during the last fortnight of 
April 1922, the number of unemployed registered in fifty 
unemployment exchanges rose by 12 per cent, (ii) During 
May things grew from bad to worse. At the end of May the 
Supreme Economic Council ordered the restriction of output 
,S^ass and porcelain, textile, paper, leather and salt 
industries. A depression of formidable dimensions seemed to 
be the sole palpable result of the N.E.P. 

The commercial crisis produced a serious capital crisis in 
State industry. By closing down factories and dismissing 
workers, the trusts reduced their current costs, but they did not 
get rid of the liabilities which they had incurred in order to 
begin and maintain business under N.E.P. conditions. During 
these summer months of 1922 the situation appeared almost 
l^pelcss; sales fell off and heavy debts fell due for payment, 
worst consequences of this crisis were, again, shouldered 
y the State, which could do nothing but grant new credits; 
but there is widespread evidence that this help was given in 
too cautious and hesitating a manner, and events occurred 
which ought to have been avoided at any price. In order to 
pay their debts, many State trusts were compelled to sell 
everything for which they could find a market, whether 



1 I'2 


sovitr RUSSIA 


legally or illegally, llicir raw material slocks were sold at 
ruinous prices, and not even legal prohibitions were strong 
enough to prevent the sale of machinery and other pieces of 
fi.xcd capital. Speculators and profiteers flourished, but valuable 
State property was thrown away. The Communists had been 
clearly worsted in their first encounter with the forces of a 
‘free market.’ 

Famine in the villages and shortage of foodstuffs in the 
towns caused a rapid increase in agricultural prices; the com¬ 
paratively excessive supply of manufactured goods and the 
grave defects of industrial organization (which had proved 
unable to prevent the ruinous sale of important industrial 
assets) caused a sudden drop in industrial prices. At a moment 
Nvhen the purchasing power of the peasants was below zero, 
the relative value of agricultural products was greater than at 
any time since the outbreak of the Great War. In April 1922 
one pound of rye could buy about three times as much salt, 
four times as much oil, and more than twice as much sugar 
or cotton cloth than three months earlier. (12) But the peasants 
could make no use of this opportunity because they had no 
V*' grain to sell, whereas speculators were busily buying up 
/} manufactured goods in order to sell them later on at enormous 
^ profit to the peasants. 

• This experiment, though certainly risky, proved completely 
successful owing to the comparative prosperity of the autumn 
of 1922. The spring crisis was a direct consequence of the 
famine of 1921, and the good harvest of 1922 brought a remark¬ 
able trade recovery. The grain balance of 1922-23 was the 
most encouraging economic sign since the October Revolution. 
For the first time in many years towns and villages had bread 
enough and to spare, stocks were replenished, and there re¬ 
mained commodities enough to permit a modest exchange of 
goods between the toNvns and the country. 

Under the impetus of this demand the winter of 1922-23 
was a period of real, though limited, prosperity for State 
industry, which quickly increased its output as far as raw 
material supplies permitted. But during these very months a 
new ai 7 d more dangerous disturbance of the economic equi¬ 
librium was in preparation, the scissors crisis. During the 
spring of 1922 the peasants were unable to buy the manu- 
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factured articles they needed, but could not pay lor, and the 
market was ‘flooded’ witii industrial goods. After the good 
harvest of 1922 the peasants had a real surplus of grain and 
technical crops, of meat and milk. But then the famished towns 
were too poor to eat their fill. Supply widely surpassed demand, 
and agricultural prices fell. 

Thus the peasants found it extremely difficult to sell their 
market produce, but it was even a greater problem to buy 
manufactured goods, whose supply was still very limited, and 
industrial prices rose quickly until the autumn of 1923; the 
gap between the rising chart of industrial prices and the falling 
chart of agricultural prices was graphically called the opening 
of the ‘scissors’ (Trotsky). 



WllOLESAU; 
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2-525 
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Nevertheless the sales crisis of 1922 diflered in essential points 
from the scissors crisis of 1923. Between October 1922, when 
the grain market felt the effects of the good harvest, and 
October 1923 agricultural prices dropped by 22-5 per cent— 
a development which may be simply explained by the play 
of supply and demand. During the same time industrial prices 
rose, however, by not less than 81-2 per cent, the effects of 
monetary changes in both cases discounted. The reason for 
this enormous price increase cannot be found in the rise in 
wages, the effect of which on prices was largely balanced by 
the increased productivity of labo.ur; even less can it be found 
in price changes of raw materials because agricultural raw 
materials actually fell in price during 1923. Overhead expenses 
were reduced for the unit of industrial output by the general 
increase in production, and it can be safely assumed that the 
enormous increase in industrial prices was not caused in the 
sphere of production. 

Prices may have been somewhat increased by the expensive 
bureaucratic organization of industry and trade. Towards the 
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end of 1922, Moscow was already flooded by headquarters of 
economic organizations which had to be maintained by 
industry, although they had nothing to do with industrial 
production: 

Syndicates .. 87 offices with 2,574 employees 

Trusts .. .. 589 offices with 14,448 employees (14) 

The Russian counterpart of the Wholesale Co-operative 
Society, the Centrosoyus, employed in Moscow alone not less 
than 8,500 people, and it may be said that the overhead 
expenses of all economic institutions were inflated by the 
building up of new gigantic directing and controlling 
organizations. 

Even more important were the activities of private trade 
which used the emergency of April 1922 for buying in the 
cheapest market, and did not fail to grasp the opportunities 
of 1923 to sell in the dearest market. The existing divergencies 
between the various parts of Soviet economy were exaggerated 
by profiteering and tlic unscrupulous exploitation of the 
market situation; this was part of the price which the Soviet 
Government had to pay for its rash and unorganized ‘retreat’ 
in the beginning of the N.E.P. 

Finally it is certain that the economic policy of the Govern¬ 
ment was largely responsible for the scissors’ crisis. During the 
early N.E.P., profits could be made in the line of least resis¬ 
tance by raising prices. This application of the ‘commercial 
principle’ was too simple to remain unknown to the leaders of 
State economy. The object-lesson of 1922, when speculators 
and the free market seriously defeated the Communist managers 
of industry, had not been forgotten, and the Communists were 
convinced that drastic measures had to bq taken against their 
unscrupulous competitors. Their counter-offensive was pre¬ 
pared by the creation of cartels (syndicates) embracing most or 
all the trusts in a trade, and thereby ending the ruinous 
competition between them, which ruled the market instead 
of being ruled by it. After the stabilization of the market in 
the autumn of 1922 the syndicates proved effective instruments 
of State economy against the N.E.P. man. 

But the following period of prosperity was too great a 
temptation for the Industrial leaders who were themselves 
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infected by the speculative spirit of the N.E.P. The rising 
demand for manufactured goods and the speculative activities 
of private trade raised industrial prices ver>' quickly, and State 
industry participated in this plundering of the consumer. 
Industry' did not concentrate on increasing production and 
satisfying the rising demand because its Communist captains 
hoped for still higher prices to come, and refrained from 
selling as much as they could. Being ihemsehes too poor to 
finance this speculation, they borrowed heavily from the 
State Bank and thereby caused a dangerous inflation of the 
new currency and created a general situation which already 
during the early summer of 1923 threatened to gel out of 
hand. 

The real beneficiary of this policy was not State industry 
but the private trader, the typical representative of the N.E.P. 
bourgeoisie. The low level of stocks, the slow supply of indus¬ 
trial goods by State industry, and the growing demand for 
manufactured articles enabled the most skilful and unscrupu¬ 
lous N.E.P. speculators to make large fortunes in very short 
periods. Prices rose rapidly, and the new bourgeoisie collected 
in the course of a few years a capital of several hundred million 
C'her\'oncts-roubles. 

The sci-ssors crisis was not, as the Communists asserted, the 
inevitable result of the disproportion between industry and 
agriculture. It is, of course, true that industry had suffered 
more from war and revolution than agriculture, and the crisis 
was certainly partly caused by elemental economic factors, but 
these would not have had the grave consequences which 
actually ensued but for the fact that State industry, with 
the active support of Gosbank, used the occasion for driving 
a very hard bargain with the peasants. 

But then the dangerous law of‘over-success,’ which governed 
the relations bet\vccn the Soviets and the peasants since the 
days ofWar Communism, came into its own. The manosuvres of 
State industry were intended to get the largest possible quantity 
of agricultural produce for a minimum of manufactured goods. 
But the fall in agrarian prices was so severe that the purcha.sing 
power of the peasants fell too low to absorb the volume of 
industrial supplies and made them unwilling to sell their 
'goods for a song. For the second time since the introduction 
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of the N.E.P. markets were seriously disorganized and industry 
suffered from depression. 

The spring crisb of 1922 was dangerously intensified by the 
Communists’ lack of understanding of the elemental forces of 
the market; the autumn crisis of 1923 produced a similar result 
by an opposite policy. In 1922, the Communists completely 
subordinated themselves and their policy to the rule of the 
market, in 1923 they used their newly-won bargaining power 
as ruthlessly as possible. Their share in the crisis may be 
gauged from the fact that it was vcr>' soon overcome by a change 
in ofliicial policy. The fall in agricultural prices was stopped 
almost overnight by permitting the export of grain; only three 
months after the dangerous climax of the scissors crisis agri¬ 
cultural prices had risen by 50 per cent and continued to climb. 
To reverse the price increases in industrial goods was a much 
more difficult problem, and the attempt caused serious conflicts 
between the Soviet Government and the workers. Nevertheless 
it made some headway, and in the course of the next economic 
year wholesale industrial prices fell by almost 30 per cent, 
retail prices, however, only by about 10 per cent. 




CHAPTER IWEIVF. 


THE SO\'IET POWER AND THE TENDENCIES 

OF SOCIAL GROWTH 


(i) The re-appearance of the ‘capitalists' 

The admission of private business was partly an unavoidable 
consequence of the N.E.P., partly a deliberate measure of the 
Government, which desired to stimulate industrial production 
by all means. But whereas private trade, the elemental result 
of the “free” market, became in a remarkably short time a 
first-class economic power, private handicraft and industjy, 
in spite of their historical importance, continued to play a 
subordinate part. 

Private trade under the N.E.P. originated in peasant trade 
which was permitted at first locally and, later on, generally. 
The millions of small peasant-farmers could not directly sell 
to the urban consumers, nor could they directly buy from 
trusts and syndicates. As State and co-operative trade was 
unable to supply the required facilities, a vacuum c.xistcd 
which was rapidly being filled by private business men. A large 
part of the foodstuffs and the industrial commodities needed 
by the town population was supplied by private traders, and 
peasant trade was practically a monopoly of the same class 
of people. 

In wholesale trade the position of the private trader was 
naturally weak because State industry bought and sold largely 
through its own trading organizations (trusts and syndicates). 
Retail trade proper, on the other hand, remained largely in 
the hands of the N.E.P. man. Hawking, which was more 
important in Russia than it is in more advanced countries, was 
completely occupied by private traders, who were also ver>’ 
numerous as keepers of stalls and shops: 
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Number of Retail Tradlng Enterprises 


Shopj: 

State 

Cc-operaiw 

PrwaU 

December 1922 

.. 2,124 

11,698 

79,296 

March 1924 .. 
Stalls: 

• - 4.360 

16,107 

74.001 

December 1922 

206 

823 

•90.954 

March 1924 .. 

652 

1,988 

•37.620 (15) 


This strength of the private business man in trade was a 
source of constant worry to the Government. The Soviet power 
had no need to be afraid of the political aspirations of the new 
‘bourgeoisie,’ but the economic position of the N.E.P. man 
prevented a stabilization of the delicate and important relations 
between the towns and the peasants. The ‘alliance’ {smydika) 
between the workers and the peasants was to be maintained, 
according to official explanations, primarily by the state of the 
market relations between towns and countryside. Theoretical 
understanding and practical necessity alike urged the Commu¬ 
nists to control the state of the market, and this need was greatly 
increased by the effects of their bureaucratic shortcomings. 
Their bureaucratic apparatus suffered from extreme short¬ 
sightedness which from time to time compelled it to change its 
policy almost overnight in order to avoid the worst conse¬ 
quences of official blunders. In the social and economic circum¬ 
stances of the N.E.P. these blunders were registered by the 
market and resulted in more or less violent disturbances; thus 
the Government needed full elbow room for rapid changes in 
its market and price policy in order to maintain an equilibrium 
of interests between the towns and the peasants. The position 
of the private traders was therefore a serious obstacle to Soviet 
economic policy. 

The reverse of this medal was, of course, the fact that under 
the N.E.P., which reserved all economic ‘commanding heights’ 
for the State, private initiative could express itself only in trade 
and handicraft. The latter could not become a serious danger 
for the State, even if completely dominated by private business 
men. During the early N.E.P. it was extremely useful and even 
necessary, but it was easily controlled by the power dominating 
the trade system of the country. Apart from that it was not an 
attractive field for really capitalist elements, because profits 
were rather low, whereas risks were extremely high. 

On the other hand, trade promised, in the conditions of the 
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sordid and hectic years of the early N.E.P., what Russian post¬ 
war capitalists coveted above all—high profits in a short space 
of time. The N.E.P. speculator did not want to risk the remnants 
of his capital on long-term transactions which exposed him to 
the suspicious eye of the G.P.U. Inflation, the disproponion 
between industry and agriculture and, last but not least, the 
grave blunders of the Government promised the skilful and 
unscrupulous trader high profits in next to no lime. 

After the abolition of War Communism the Soviet posNcr 
had no choice but to permit the free market, but it did not want 
to leave it permanently to the care of the N.E.P. man. The 
Government patiently built up a new state and co-opcrati\c 
trade which gradually encroached upon the preser\es of the 
private trader. State trade was more or less confined to whole¬ 
sale operations, and the leading part in the struggle against 
the N.E.P. man in retail trade was rcscr\xd for the co-operati\c 
societies. This struggle was not a problem of economic compe¬ 
tition, but a political question of power. From a merely econo¬ 
mic point of view, public trade in backward Russia was 
certainly not superior to private trade. On the other hand, the 
consumers could be reasonably satisfied with the growth of 
co-operative trade because the sliortage of goods enabled the 
N.E.P. man to retain as net profit the full margin of his com¬ 
mercial superiority. Instead of reducing prices, the private 
trader raised them over the level of public trade, and his 
competitive power was exclusively based on his ability to 
supply ‘deficit’ goods which service was generously remunerated 
by an unwilling public. 

The dangers of this position of the private trader were 
demonstrated by the scissors crisis; the private traders occu¬ 
pied a strategic position and opened fire on State economy in 
spite of its entrenchment on the ‘commanding heights.’ The 
answer by the Government, though formally within the limits 
of the law, violated the spirit of the N.E.P. The assessment and 
payment of the numerous taxes imposed on the business man 
was arbitrarily changed according to the latest political ‘line’ 
and after the stabilization of the currency steeply rising taxes 
and the newly-developed weapon of forced loans furnished 
the Government with effective instruments against the new 
bourgeoisie. 
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During the early N.E.P. Soviet commercial policy did not as 
yet aim at the destruction of private trade, but only at its 
stabilization on the level reached dun'ng its first onslaught. As 
long as the Government was unable to expand its own trade 
system sufficiently, private trade was indispensable; as it was, 
Soviet Russia had only about one-half the number 6f selling 
points possessed by Tsarist Russia, and their further reduction 
had to be avoided. But the automatic increase in trade turn¬ 
over which could not fail to materialize after the recovery of 
national economy was to accrue only to public trade and not 
to the N.E.P. man. 

(2) The resurrection of the working class 

The N.E.P. was a concession to the peasants without being 
a sacrifice to the workers. War Communism in its bureau¬ 
cratic perfection was equally intolerable for either class. Its 
abolition was equally in the interests of both of them, although 
they wanted different things from the future. 

The market necessitated the transformation of State industry 
into an aggregate of semi-independent trusts ruled by the 
commercial principle, and thereby finally destroyed the idea 
of working-cla.ss influence on the management of industry. 
The Trade Unions, too, lost their say in the direction of 
industry, and the appointment of the ‘Red Directors’ and the 
trust managers was monopolized by the economic authorities. 
In this sphere the N.E.P. completed the tendencies of War 
Communism. 

Under the economic conditions of the early N.E.P. the 
independence of the leaders of industry was no material hard¬ 
ship for the workers. On the contrary, the N.E.P. inaugurated 
a time of considerable material progress for the industrial 
workers. Conditions improved, and the material power of the 
management over the employees decreased. 

The renaissance of the Trade Unions' as more or less inde¬ 
pendent, though bureaucratic, organizations does not date 
back to the heated ‘nationalization’ debate of December 1920, 
but to the material and social conditions of the N.E.P. period. 
The N.E.P. deprived the Unions of their influence on industrial 
management, and they returned to the task of securing the 
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gradual and orderly improvement in \vorking-class conditions, 
a task for which they were well fitted by tradition and organi¬ 
zation. They did not cease to be bureaucratic parts of the 
Soviet power, and remained first and foremost a bureaucratic 
machine; its dimensions may be gauged from the number of 
their employees which in 1921 comprised 27,100 elected and 
20,492 fully-paid officials, not less than 1-13 per cent of their 
enormous membership. (16) Though they were not permitted 
to become independent working-class organizations, they were 
allowed, and indeed even compelled, to look after their 
members’ material interests even if this meant conflicts with 
the managers of State economy. 

On December 28th, 1921, the Central Committee of the 
Russian Communist Party appointed a commission of inquiry' 
into Trade Union policy, amongst whose membei’s were the 
leaders of the Trade Union movement and Lenin; their final 
report contained the following interesting sentences: 

‘The automatic enrolment of all paid workers in the Trade 
Unions has resulted in a certain clement of bureaucracy in 
the Unions, and has to some extent contributed to the alienation 
of their members. Tor this reason it has been necessary to 
return to voluntary membership, whether individual or 
collective.’ (17) 

This change was, of course, connected with the re-introduction 
of membership dues which had to suffice for the financial needs 
of the Union organization and it was a strong incentive for the 
leaders and officials of the Trade Unions to do their best for 
the protection of the workers who now could show their 
dissatisfaction at least by leaving the Unions. 

There was no more urgent task at the beginning of the 
N.E.P. than the improvement in the standard of living of the 
workers. A radical increase in the general wage level was 
imperative, and in the course of 1922 the Unions gained 
important advantages for the industrial workers which were 
embodied in collective agreements with steadily rising wage 
scales. Unfortunately a considerable part of these successes 
remained on paper because the Unions were rarely able to 
protect the workers adequately against the consequences of 
inflation and the frequent delays in the payment of wages. 
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The industrial working class could not continue to exist as 
such without a quick and thorough increase in wages, and this 
important condition was comparatively quickly fulfilled: 

NfosTHLV Real Wages in Large-scale Indlttry 

In fxT (tni of , 



In f’TfU'Or fouhUs 

Januaty 1^2 

^9^3 

January 192a 

■■ 5-55 

lOO'O 

25*2 

April 

•• 5-71 

102 ’9 

260 

July 

•• 7-95 

>43 5 

36-1 

October .. 

.. 817 

148*0 

37-8 

January 1923 

•• >'-34 

204-3 

51 -6(18) 


In spite of the very low starting-point the doubling of real 
wages in the course of nine months may be considered a very 
good effort, which was, however, supported by the fall in food 
prices. The income of the average worker’s family again 
approached its normal structure, and an even clearer symptom 
of the general improvement in living conditions was the slow 
transition to a better diet: 

NuTRmoN OF THE Uroan Workers 
(in Rrammes per day) 



O(tobif 

April /9J3 

April r$t4 

Flour 

• 514-3 

5 ' 5 -* 

507-3 

Semolina, etc. •. 

63-1 

71-7 

63-5 

Potatoes.. 

•• 436-9 

379-2 

363-4 

Vegetables, fruit 

221*9 

136-1 

109-7 

Sugar, etc. 

90 

» 5‘2 

18-8 

Meat, fish 

•• 98-7 

113 9 

117-1 

Fatj 

21-3 

24 4 

27-9 

Milk, milk produce 

108-5 

103-6 

134-1 

Eggi 

a -5 

1 -6 

a-5( 


Even the improved diet of April 1924 was clearly still very 
unsatisfactory, but the tendency was certainly favourable. The 
share of carbohydrates in the whole diet was falling, and the 
supply of fats and proteins was slowly increasing, but there 
was an appalling lack of vitamins. In any case the Russian 
worker had again somewhat more and somewhat better food, 
and this enabled him to work with a much higher, degree of 
intensity than during the years of civil war and famine. 

Otherwise he would not have been able to meet the demands 
on his work made by the managers of industry. The problem 
of the productivity of labour was quite as urgent for national 
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economy as the problem of wages was for the worker. In 1921 
the average worker produced in one hour only one-third of 
the output reached in 1913, and owing to the reduction in 
working hours the yearly production was only a little more 
than one quarter of the pre-war figure. But during the early 
N.E.P. conditions in this field improved considerably, and in 
the year of the currency reform the output per man-hour was 
almost as high as before the war: 


(a; V EARLY AND (b) HoURLY PRODUCTIVITY OF LABOUR 


1921 

1922 

*923 

>924 


in per ceni of 1913 
(a) ttarly 

39-0 

55'2 

68-4 

694 


(b) Hourly 

53 *« 

b 9-4 

85- 8 

86- 6 (20) 


The methods by which these moderately satisfactory 
results were achieved were, again, rather varied. At first the 
Government tried to induce the workers to higher efforts by 
increasing their rations in proportion to the results obtained 
—an attempt which was distinctly born from the spirit of War 
Communism. Later on substantial wage increases were promised 
for better work. Piece wages were adopted wherever possible, 
and premiums for special achievements were freely given. I he 
primitive system of rationing was replaced by elaborate wage 
scales of eight or even sixteen categories, and considerable 
differences in earnings between the individual groups. 

An interesting and important feature of the wage policy of 
th«e years was the influence of the market. Light industr>' and 
private employers were ready to increase wages because they 
were eager to exploit the favourable market conditions for 
consumption goods by expanding production. The Unioii-s 
saw their chance and pressed for wage increases; and in this 
they were fairly successful. But this wage policy of the Trade 
Unions increased the plight of heavy industry which could not 
afford wage increases and, therefore, lost its very best workers 
to light industry. On the other hand, the Government did not 
want to spend the larger part of the profits made by some 
branches of industry on higher wages instead of electrification 
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and the development of national economy as a whole, and 
ordered the leaders of the Trade Unions to stop. 

Already on November 9th, 1922, the Government prohibited 
excessive wage demands, and ordered the fixing of maximum 
wages as well as of minimum wages for State industry'. (Private 
employers could, of course, pay as much as they cared, but 
their w’orkers had to forgo many benefits and had to work 
much harder than in public enterprises.) The central Trade 
Union authorities were compelled to fall into line with the 
official policy, and to restrain their subordinates from pushing 
pay demands too hard. In the autumn of 1923 the Central 
Committee of the Trade Unions demanded the stabilization 
of wages in light industry, i.c. the termination of wage increases, 
and the gradual adaptation of wages in heav7 industry to this 
higher level. It expressly declared that further wage increases 
could be granted only in consequence of a previous increase 
in the productivity of labour. Wage statistics for 1923 show the 
complete success of this policy: 


Average Daily Wages in Gold Kopeks 


Octobcr-Dcccmbcr 1922 
January-March 1923 
April-Junc 1923 

July-Scptembcr 1923 
Octobcr-Dcccmbcr 1923 


Incftost agaimt pm/iom 
^uarltt in per cent 


49*7 ^ 100 

65-4 = 132 
68-9 =’139 
78-7 = 158 
83 • 8 = 170 


32-0 

5-3 

14*2 

7-1 (21) 


After the scissors crisis more radical measures were required 
than the slowing down of wage increases. The reduction of 
production costs had been put on the order of the day, and 
this could be achieved cither by a rise in the productivity of 
labour, a reduction in wages, or a reduction in overhead 
expenses at the expense of the economic bureaucracy. There 
was unanimity concerning the need for better and more 
efficient work, but a violent quarrel developed about the 
applicability of the other methods. The Unions emphatically 
asserted that the expensive and inefficient management was 
the biggest obstacle to cheaper production, whereas the 
leaders of industry regarded the rise in wages without corre- 
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spoiiding increase in the producti\ity of labour as ihc source 
of the evil. 

The position of the Government was most unenviable; it 
wanted to increase profits without antagonizing the workers. 
Formally it decided for the maintenance of the s/ains quo anti 
its authoritative spokesman (Rykov) explained that wage 
increases were economically impossible, wage rcduction.s, on 
the other hand, politically intolerable. As a matter of fact 
wages were, however, reduced during the following months 
—although by methods which cannot be proved by statistical 
means. 

For this purpose the Government used the convenient 
instrument of its monetary influence. The abolition of the 
Soviet rouble required the transition to wage payments in 
Chervonets-roubles. Owing to the depreciation of the new 
currency as compared with the ‘inde.x’ or ‘pre-war’ rouble, 
the Unions were filled with justified apprehensions about 
the abandonment of price indices as the basis for wage pay¬ 
ments. Their endeavours to retain the old system were formally 
endorsed by the highest authority of the Soviet Union, the 
Soviet Congress (January 1924), but its decision was simply 
reversed by the Council of Labour and Defence on March ist, 
1924, by a decree ordering the application of the ChcrN’oncts 
in wage payments and the termination of wage payments on 
the basis of ‘index roubles.’ The temporary bonus granted to 
the workers as a contribution to higher living costs covered 
only a fraction of their loss in real w-ages. 

The formal endorsement of the working-class point of view 
by the Soviet Congress in January and its unceremonial 
rejection by the authorities in March reflects the insignificance 
of the forms remaining of Soviet Democracy six years after 
the October Revolution. The painful discrepancy between 
appearance and realities, between official declarations and 
official actions, expresses the growing gulf between the Soviet 
power and the working class. 

(3) The social significance of the scissors crisis 

According to Trotsky’s assertions, the years of thc*carly 
N.E.P. witnessed the transformation of the dictatorship of the 
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proletariat into the dictatorship of the bureaucracy; actually 
it was only the adaptation of the bureaucratic Soviet power 
to its new surroundings which happened during these years. 

1 he reshufile within the Communist Party and the reorgani¬ 
zation of relations between leaders and party members was 
an important part of this process, but it was not more tlian a 
part. It is prima facie clear that already the famous division of 
party leadership into the ‘orgbureau’ and the ‘polbureau’ was 
more than a technical change, that the not less famous ‘chistka’ 
(purge) of 1921 serv’cd not only for the elimination of N.E.P. 
men and careerists, but, abov e all, for the exclusion of political 
opponents of the ruling group, and that, finally, the concen¬ 
tration of overwhelming, though as yet not despotic, power in 
the hands of the general secretary had deeper reasons than 
Stalin’s demoniacal personality or Lenin’s illness. 

The inevitable result of this process was the strengthening 
of the bureaucratic party machine as a whole and the dis¬ 
appearance of the system of democratic centralism. It was 
replaced at first by a curious balance of power between the 
various leaders (Stalin, Zinoviev and Kameniev, Trotsky), and 
later on by the concentration of full power in the hands of the 
general secretary which made it comparatively easy to reduce 
the internal friction of the machine and to co-ordinate its 
different parts. On the other hand, the very perfection of the 
bureaucratic machine widened the gulf between its members 
and the social forces of the country. The rulers of Russia found 
it incrc.isingly difficult to bear in mind, or, indeed, even to 
sec the elemental material interests of the social classes, the 
workers and the peasants. Social interests were brought to the 
attention of the Government only when they became ‘diffi¬ 
culties’ hindering or endangering the normal routine of 
administration and the smooth working of the party machine. 
Whenever this happened, it was already too late for a gradual 
change of administrative policy and technique; a drastic 
change of the course had to be decreed, the vessel had to be 
steered round by 180 degrees, many things true and almost 
sacrosanct till yesterday were wrong and even treacherous 
to-day. Bureaucratic leadership may, or may not, have been 
a method of improving the deplorably low technical efficiency 
of the Soviet State and administration, but this potential 
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advantage was heavily overpaid by the loss of social under¬ 
standing and political foresight incurred in the operation. 
This was true already of the first and most tragic case of this 
kind, the belated introduction of the N.E.P., and an analysis 
of the scissors crisis from this angle furnishes interesting 
results. 

The tasks confronting the Communists during the early 
N.E.P. were certainly extremely difficult. During the first few 
months after the introduction of the new policy, the Govern¬ 
ment ‘retreated’ (Lenin) so quickly and so far before the 
elemental forces of the market that for some time it seemed to 
lose hold of its essential aims. The result was the pernicious 
spring crisis of 1922, the devastating results of which were 
largely a consequence of the absence of clear official guidance 
and control. 

After the formal framework of the N.E.P. had been com¬ 
pleted, about a year after the beginning of the ‘retreat,’ Lenin, 
in the last phase of his practical activity, called on the Com¬ 
munists to come back to the attack. The sketches of a Socialist 
victory over the individualistic anarchy of the peasants and 
the transition to Socialism may have been exaggerated in 
their theoretical importance by Stalin and his friends, but 
there can be hardly serious doubt of the fact that they were 
a powerful stimulus for the theory of‘Socialism in one country.’ 
For the time being, however, the Soviet power had to solve 
less exalted but practically very difficult problems. State 
industry had to collect its working capital from the market, 
and this was rendered particularly difficult by the catastrophic 
sale of State property during the spring crisis; the making of 
profits by State trade and industry was, however, the prosaic 
condition for the most idealistic programmes. The Govern¬ 
ment could do very little to help the economic authorities 
from above, and the managers of trusts and syndicates tried 
to get their capital as*quickly as possible out of the pockets of 
their workers and their customers. Their problem was simply 
to pay as little as possible for raw materials and labour, and 
to get as much as possible for their goods. 

The achievement of these pious purposes depended on the 
economic slate of the country, and the relations of power 
between the State and the social classes. As far as the workers 
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were concerned, two important aims of Communist policy 
appeared to come into collision with one another. The 
restoration of industry and the improvement of working-class 
living conditions required opposite measures. The workers 
received higher wages, but they had to relinquish part of their 
higher earnings to industry which charged them higher prices 
for its goods. 

In their relations to the peasants, on the other hand, the 
Soviet power was completely free from scruples. Here the 
so-called ‘law of Socialist accumulation,’ whether publicly 
proclaimed or publicly disclaimed, was practically adhertd to. 
High industrial prices enabled industry to increase wages, to 
pay higher taxes, and to accumulate capital for the struggle 
against Russia's economic backwardness. Cheaper agricultural 
raw materials and foodstuffs meant higher real wages and 
lower production costs, and therefore, again, higher profits 
for Slate economy. 

The So\'icl power and the workers were, to a certain extent, 
both interested in the exploitation of the peasants; but the 
latter were economically independent of the Soviet Govern¬ 
ment, and moreover they were a power which, only a few 
years ago, had proved formidable enough to compel the 
Government to a headlong ‘retreat.’ The object-lesson of 
1921 W’as not yet forgotten, and the Soviet power was not 
sufficiently strong for a renewal of the struggle witli the village. 
This meant that the theory of the ‘alliance’ between town and 
country was still valid, although the Communists did not 
mind interpreting its terms in their favour whenever the 
relations of power seemed to permit of it. After the good 
harvest of 1922 they saw their chance and used it. But there 
they blundered again; the ‘racing’ of their clumsy and noisy 
bureaucratic machine drowned the grumbling of the peasants, 
until the Government found the country in the throes of a 
violent crisis. 

This crisis was, however, merely a temporary ‘light place,’ 
and it was quickly overcome by a readjustment of policy. 
The final solution was extremely simple and satisfactory to 
almost all the parties concerned. The prices of agricultural 
produce went up, and industry balanced the increase in costs 
by raising the productivity of labour. The workers were, in 
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their turn, partly reconciled by minor wage increases which ' 
could be easily borne by industry because shortly after the 
change of policy, though retarded by a crop failure in 1924, 
demand increased by leaps and bounds, and industrial pro- 
. duction rose correspondingly and brought about a fresh 
increase in the productivity of labour. 

This crisis had nevertheless its serious theoretical impli¬ 
cations. It was overcome by an all-round increase in the 
productivity of national economy which then had large pre-war 
reserves unutilized for years. How should its recurrence on a 
higher level, and wth greater force, be prevented after these 
resources had been mobilized and e:^austed? . Here was 
room, indeed, for a consistent and far-sighted social and 
economic policy, but it was just such a policy which lay beyond 
the ken of the bureaucratic rulers of the country. Not in time 
but in historical significance the scissors crisis lies half-way 
between the failure of the planned chaos of War Communism 
and the destruction of the N.E.P. in the struggle between the 
Soviet pow»T and the kulaks. 
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CHAPTER TillRTEEX 


GROWTH AND LIMITS OF THE PRODUCTU’E 

FORCES 

(i) The dilemma of industry 

The recovery from the scissors crisis was partly supported, 
partly delayed by the crop failure of 1924, but the next few 
years were distinguished by the hectic growth of output in 
all spheres of national economy. 

The growth of industry in particular was nothing short of 
spectacular. At the beginning of the ‘period of rehabilitation’ 
(1924) the absolute level of industry was still very low. Since 
the autumn of 1924 a period of prosperity set in which raised 
• industrial production within two years up to the pre-war level: 

iNuesTRiAi. Gross I’roductiox (is Million Pri -war Rouulls) 



Factory inJuitry. 

U'hoU industry. 

In /vr cent 


Million roubles 

Million roubirs 

<>f ^ 9^3 

^ 9 ^ 3-4 

2.590 

4.050 

460 

1934-5 

3.0^ 

5)850 

67 0 

1925-6 

5.720 

7 580 

89 *9 

1936-7 

6,720 

6,760 

103 0 

1937-6 

8,140 

10,080 

1 tij '6 (0 


In the first wave of industrial prosperity after the success of 
the currency reform the initiative still lay with the consumption 
goods industries, and, in particular, with the cotton industry. 
The basis of industrial prosperity was the rapidly rising pur¬ 
chasing power of the peasants and, to a much lesser degree, 
of the workers. This demand was at first almost completely 
directed to consumption goods, and its continuation during 
the following years permitted the uninterrupted expansion 
of light industry which was assured of a remunerative market 
for everything it could turn out. At the same time, the 
peasants’ demand for industrial goods widened, and included 
an increasing number of producers’ goods. This rural demand 
made a great contribution to the recovery of heavy industry 
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which was one of the spectacular facts of the later N.E.P. 
period. 

Other factors favouring the improvement in the situation of 
heavy industry were gradually gaining importance. With a 
balanced budget and industr>’ working at full speed the State 
could resume work on the railways, and a modest demand for 
machinery developed from the depreciation and investment 
reserves of industry. Thus the prosperity of industry’, which 
had still been definitely patchy in 1924, became general in 
1925 and 1926. The involuntary abstention of the war years 
and the growing prosperity of the peasants created an inex¬ 
haustible market, but industry soon found itself unable to cope 
with the enormous demand. 

This difficulty arose at first only in light industry because 
its expansion had begun very' much earlier than that of heavy 
industry. Already during 1924, when heavy industry was still 
depressed, the cotton trade did brisk business, and this branch 
of industry shows the general tendencies particularly clearly. 

OlTPUT OF THE CoTTON InDI’STRY 

Goods 



Tern 

Smi*finished 

Finisfud 


Thousand tons 

MiUion mtlm 

Million rulres 

« 923-4 

tot -2 

879 0 

835-5 

*924-5 

t86* 1 

*.597 0 

*.485-4 

1935-6 


a.> 34-9 

1.981-4 

1926-7 

268*4 

2.458-3 

2,342-6 

1927-8 

312*6 

2 . 59*-3 

2,536-2 (3) 


The increase in output gradually slackened when production 
approached the pre-war level of 2,250 million metres. 

Increase in Production of Finsshed Cotton Goods 
Compared to previous year 



In million mtins 

In prr tint 

*934-5 

649-9 

77-7 

1935-6 

496-0 

33-4 

*926-7 

361 -2 

18-3 

*927-6 

193.6 

83 


Why did not industry, and particularly light industry, increase 
its output in order to keep up with the rising demand? This 
question comprises all problems of Russia’s industrial develop¬ 
ment during the following decade. 
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After the breakdown of War Communism industry had too 
many factories and machines, and many were standing idle 
for years, consened for later use. When the peasants were 
again able to buy the industrial goods they needed, production 
could be increased at first by a better utilization of the best 
factories and the workers whose productive capacities had 
remained partly unused at first. Production costs fell until the 
best factories and their workers were producing at full speed; 
this stage was reached, at least in most branches of light 
industry, in the course of the financial year 1925-26. Further 
increases in output could be achieved only by utilizing the 
‘conserved’ plants. These plants were again started in the 
course of the last years of the N.E.P. in order to satisfy the 
rising demand for manufactured articles. Thus Russian 
industry' succeeded in reaching the pre-war level of industrial 
production, and this must be regarded as a fine achievement 
because it was executed with old and worn-out machinery 
and in very difficult conditions. 

Praiseworthy though this result may have been, it was 
emphatically not enough to satisfy the constantly increasing 
demand; on the other hand it was utterly impossible to increase 
production within the limits of the existing plant. Capital 
construction on a large scale became necessary; the demand 
for consumption goods could be satisfied only by building 
new factories and machinery for the consumption goods 
industries. Thus light industry had to turn to heavy industry 
for support; but heavy industry was not in a condition to lend 
a helping hand because it was iuclf suffering from similar 
difficulties. 

During the years of the N.E.P. Russian industry was, in the 
main, working with the productive apparatus of pre-war 
industry. Pre-war industry, how’cver, was largely dependent 
for its capital equipment on imports from abroad. Russian 
engineers were able to build some of the less complicated 
agricultural machines, railway equipment, etc., but they had 
neither the necessary plants, patterns, nor the experience 
required for the re-equipment of light industry as a whole. 
Apart from that, all branches of heavy industry, beginning 
with mining and quarrying, were themselves already in a 
state of virtually full employment. 
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In many branches of hca\y industry the pre-war level of 
production had been reached and surpassed. This is particu¬ 
larly true of fuel production which yielded 30 to 50 per cent 
more energy than before the war. The production of electrical 
energy had risen between 1913 and 1927-28 from 1,945 *0 
5,050 million kwh.; the output of agricultural machinery was 
doubled, that of internal combustion motors was almost five 
times higher than before the war. (3) There was only one, 
though a particularly important, branch of hea\7 industry 
where progress had been sadly inadequate. 

The modest prosperity of the iron and steel trade during 
1924-26 soon brought out the dangerous weakness of this 
economic key position. After a few years of increased produc¬ 
tion the metallurgic industry reached its maximum production 
in the framework of its old plants—but it only just reached, or 
failed to reach, the pre-war output of iron ore, steel, and 
pig iron. 

Metai-luroical Production (jn Million Tons) 




*9’3 

I93j-a6 

I ron ore .. 

• » 

92 

5-7 (3) 

Pig iron .. 

. . 

4-2 

3-3 

Sled 


4-2 

4*2 

Rolled metal 

% ^ 

3-5 (4) 

3'3 (5) 


This failure of the iron and steel industry was clearly a conse¬ 
quence of the devastation of its productive’capacity during 
war and civil war. 

With this important exception Soviet industry could boast 
of many great successes. But its situation at the end of the 
N.E.P. period was nevertheless extremely grave. The very 
successes of yesterday prevented further advance which was 
urgently needed by the RussiaYi people. The ^Government 
could not solve the diflicultics of light industry by building 
new factories and machines, because the production goods 
industries themselves had to be put on a new technical basis 
in order to turn out more building materials and more machin¬ 
ery. The most important single problem was, indeed, the 
supply of large quantities of iron and steel which could be 
produced only by investing enormous amounts of capital in 
mining and the construction of large furnaces. 
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Since the year 1926 the development of industry was over¬ 
shadowed by this grave problem. The alliance of the workers 
and peasants was based on the satisfaction of the growing rural 
demand for manufactured goods in exchange for the supply 
of foodstuffs and raw materials; but both light and hea\)’ 
industry were in dire need of new factories and new equip¬ 
ment. There was no way out of this dilemma uiihin the 
framework of Russian industry; the Soviet power had to 
turn to world capitalism for help. 

From an economic point of view it would have been ex¬ 
tremely advantageous for both the Soviet Government and 
American, British, and German industry to finance the clearly 
necessar)' gigantic business transaction by long-term loans. The 
Soviet power was certain to find willing customers for any 
quantity of industrial goods at very remunerative prices, and 
would have been willing to pay comparatively high rates of 
interest for loans of this kind. But international finance was not 
to be attracted by the most liberal offers because iiuestors of 
all countries were simply afraid of doing business with the 
‘Reds.’ Their hatred of the Soviet regime restrained the 
financial magnates of all countries from extending substantial 
loans to the Soviets. 

Ever since 1920 the Communists tried to induce foreign 
■ capitalists to apply for concessions for large natural resources 
which the Soviet Government could not exploit owing to lack 
of capital. The problem was important enough for the chair¬ 
manship of the Concessions Committee to be offered to Trotsky 
ort Jiis downfall from power, but not even the most energetic 
organizer of the Soviet regime was able to induce foreign 
capitalists to risk their money. Up to September 1927 the 
Soviets had received 2,200 concession offers, but in February 
1929 only seventy-five concession enterprises with in\cstmcnts 
of 50,095,000 gold roubles were entered upon. (6) Sums of 
this size were, of course, negligible in comparison to the capital 
requirements of the country. 

In these circumstances the Soviet power had no choice but 
to intensify its foreign trade to such an extent tliat it could 
import its extraordinary requirements of capital equipment. 
Already during earlier years Soviet foreign trade underwent 
changes which prepared it for these great tasks. In the year of 
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the famine, 1921, almost one lialf of total imports consisted 
of foodstuffs, but this demand vanished Nvith the recovery of 
agriculture and imports were marked by the predominance 
of industrial raw materials. Finished goods were only rarely 
intended for individual consumption; they comprised all sorts 
of machiner)', electrical and scientific apparatus, etc. Already 
during the whole N.E.P. the Soviets employed the powerful 
weapon of the foreign trade monopoly for planning their 
economic intercourse with the outside world and for increasing 
their independence by large imports of capital goods at the 
expense of consumption goods. 

J he total amount of imports was, however, strictly limited 
by the lack of foreign credits; if the Government wanted to 
increase it tliis could be done only by larger and more valuable 
exports of Russian commodities. With the e.xccption of oil and 
timber, the most important export goods were, however, 
agricultural raw materials and foodstuffs, both of which were 
urgently needed at home. And to export these goods, the 
Go\crnmcnt had first to buy them from the peasants who had 
to be induced by means of a favourable market policy to pro¬ 
duce and to sell them. Thus it appears that in this critical 
stage of Russia's industrial development further progress 
depended on tho relations between the Soviet power and the 
peasants, and on the latter’s ability to increase their market 
production. The development of agriculture and the stale of 
the N.E.P. village was a vital factor for the progress of the first 
proletarian State. 


{2) The changing village 

During the years 1925 to 1928 the natural factors determin¬ 
ing the fate of Russian agriculture were, on the whole, quite 
favourable, and agricultural output increased fairly rapidly. 
Grain production reached its peak in 1926, and in the following 
year it suffered a slight setback. But the last N.E.P. year, 1928, 
was marked by retrogressive tendencies which caused the 
Government serious trouble. Ne\'crthclcss it may be said that 
grain production in general had progressed very well, having 
regained its normal pre-war level only five years after the 
disastrous famine of 1921 and the introduction of the N.E.P, 
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the Communists found themselves at grips with the bourgeois’ 
character of the agrarian revolution which threatened their 
very existence. 

According to N.E.P. principles, the alliance between workers 
and peasants was based on the market. But the dilemma could 
not be solved within the framework of the N.E.P. The indi¬ 
vidualistic village was unable to effect the most elementary 
agrarian reforms which ^vere fundamental for an increase in 
production. The Communists had been taught by Lenin that 
mechanization was the best way of oxercoming the back¬ 
wardness of the Russian village. But mechanization was 
impossible as long as every peasant cultivated his small plot 
individually. 

Since time immemorial the Russian village consisted of a 
small community {Mir) whose members divided the arable 
land among themselves in such a manner that each household 
received one strip of every kind of land. This distribution 
reduced the available land supply by innumerable small 
frontiers, and the resulting tiny plots could be cultivated only 
by the most primitive instruments, and were far too small for 
mechanized farming. 

The technical offensive of the Soviets against the backward¬ 
ness of the Russian village was not at first coupled with a big 
drive for the transformation of the agrarian organization. The 
first Machine and Tractor Stations (M.T.S.) tried to organize 
villages only for particular farming processes, ploughing, 
harvesting, etc., or for the mechanical processes of grain 
production for one season only. An educational policy of this 
kind, consistently pursued through many years and proving 
the success of mechanized large-scale farming by higher yields 
and higher incomes, would have been an ideal preparation for 
the reorganization of agriculture, but w'hcn the first attempts 
in this direction were made towards the end of the N.E.P., it 
was actually already too late for such a policy. 

The N.E.P. was an excellent framework for the recovery of 
. agriculture from the starvation level of War Communism to 
the conditions of 1913, but by 1927 it had become a rigid 
barrier which prevented the further growth of the productive 
forces. The continued existence of the Soviet power depended 
on its ability to overcome it. This truth was brought home to 
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the Communists not only by abstract reasoning, but by prac¬ 
tical necessity. It was only necessity which finally urged them 
into action, necessity in its coarsest and most brutal form— 
hunger. 

Since the scissors crisis the peasants were able to wring 
important concessions from the Government which had to 
grant higher agrarian prices and to reduce industrial prices, 
although conditions remained less favourable to the peasants 
than they had been before the war. Price relations were, 
howcN'cr, only one of the factors influencing the position of the 
peasants on the N.E.P. market. They were sure to find buyers 
for all their market produce, but very frequently they were 
unable to get manufactured goods in e.xchange. The scissors 
crisis taught the Soviet power the danger of balancing a large 
demand and a small supply by radical price increases of 
industrial goods. Prices had to be kept within certain limits, 
but it was after all impossible to increase supplies sufficiently 
to cope with demand. Thus the peasants retained large sums 
of money which they did not want, and asked for more indus¬ 
trial goods which they could not get. This 'deficit’ cannot 
be ascertained by statistical methods, but it would seem that 
the official estimate of 250 million roubles annually was 
greatly on the low side. A ‘goods’ famine’ continued to exist, 
which was particularly severe in trades where the limits of 
industrial expansion were inelastic—c.g. metals and cotton 
goods. 

This goods famine was an intriguing phenomenon. The 
supply of industrial goods for the agrarian market was probably 
only very little, if at all, smaller than before the war. In view 
of the price conditions this supply ought to have been sufficient, 
on a superficial view, to absorb the rural demand created by 
the sale of agricultural products. This ailment is further 
reinforced by the change in the market production of agri¬ 
cultural goods which was probably smaller than before the war. 
This was particularly, though not exclusively* true in the case 
of grain. The fall in the market supplies of grain was a natural 
but nevertheless a very disturbing factor in the economic life 
of the N.E.P. period. It was a consequence of the increase in 
peasant consumption and of the destruction of large-scale 
farming through the revolution. 
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(*000,000 pood) 


19/3 

Gross Produitton 

Markrl production 

Landlords 

p^r ctni 
Goo — tj 

f’Cf c/nt 

2lii *6 — 21b 

Kulaks 

1.900 = 

33 

650 0 — 30 0 

Middle and small peasants.. 

2,500 = 

50 

3G9 0 -r 28*4 

1'otal 

5,000 = 

100 

1.300*6 = 100*0 

1926-27 

Slate and collective famu . . 

80 = 

< * 7 

37*8= Go 

Kuliikj .. 

617 

130 

126*0 S 20*0 

Middle and small peasants.. 

4.032 * 

« 3'3 

466*2 = 740 

I’oial 

4.749 = 

100*0 

^ 630*0 - 100*0 (11) 


Before the war Russia Jiad been exporting about 600 million 
pood of grain a year, ten years later nothing remained for this 
purpose. Apart from that the food supplies of the towns uere 
in an extremely unsafe state owing to the concentration of 
market production in middle and small farms, whose market 
supplies varied strongly according to the result of the harvest. 
The same picture of a strongly rising supply of agricultural 
goods since the years of W’ar Communism, which was, never¬ 
theless, insufficient to meet the demand of the town population 
and the State, may be gathered from the purchasing figures 
for technical crops, meal and milk products, etc. In view of the 
necessity of exporting large quantities of agricultural produce, 
the Government had to use all the means at its disposal to 
stimulate the increase in rural market production. I'hc most 
important method for this purpose was, ol course, the increase 
in the supply of industrial goods for the village—but it was 
exactly this method which the Government could no longer 
successfully apply after the pre-war level had been reached 
by industr)'. 

In spite of the fact that the supply of industrial goods for 
the village was probably as high as before the war, and in spite 
of the reduction in agricultural market production during 
these years, the peasants were left with a considerable money 
surplus, whereas before the war they normally had to grapple 
with a money deficit. 

Before the war an appreciable part of the rural market pro¬ 
duction was not exchanged for goods but was .needed for 
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settling financial obligations, taxes, rent, interest, etc. These 
payments were partly abolished, partly greatly reduced by 
the revolution. The economic structure of Russian national 
economy was, howc\cr, still determined by its pre-war de\eIop- 
ment, and its balance slill depended on the exploitation of the 
village; although the need for interest payments to foreign 
investors had been abolished, the even more pressing need for 
capital payments in exchange for foreign machincr>', etc., arose 
very soon. The Soviet Government was unable to recognize 
the economic consequences of the agrarian revolution which 

brought it into power. 

The economic expression of this complicated social relation¬ 
ship was a twofold struggle of the Government against the 
right of ihc peasants to expect fair deal on the market. At 
first it simply tried to overcharge them according to the simple 
maxime of what the traffic can bear. This method had to be 
greatly modified after the scissors crisis which showed the 
readiness of the peasants to hit back with all their power. For 
this rcast)n a more subtle and more successful method was 
adopted: the Government tried to regulate the market itself 
by expelling the private traders and confronting the millions 
of small sellers by a monopolistic buying system. This way 
proved temporarily successful, but the very suppression of 
peasant interests and discontent prepared a violent outbreak 
between the Soviet power and the peasants, lor the N.E.P* 
itself was the dragon’s seed creating the most dangerous 
internal enemies which the Soviet power had to face, the 

kulaks. , 

Lenin’s prediction about the effects of free trade on the 

village were fulfilled even earlier than was to be expected. The 
peasant revolution was directed not only against noble land¬ 
owners but also against kulaks, and was completely cquahtarian 
in its tendency; the N.E.P. had the very opposite effect. A new 
differentiation of the peasant mass ensued very quickly which 
left the middle peasants as the ‘central figure’ of the village, 
but created again the village poor and the kulak. The number 
of the poor increased by the ruin of smaller middle peasants, 
and the number of comparatively wealthy pcasants-who were 
soon to be regarded as kulaks by the Soviet power-grew at an 

even quicker pace. 
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This fact was responsible for tlic rcappciirancc of the move¬ 
ment from the villages to the towns whicli had been stopped by 
war and War Communism. There was a large potential surplus 
population in the Russian village which could not find sufficient 
work. But it was only under the spur of distress and ruin that 
peasants decided on leaving their villages. In spite of their 
quick growth the towns were unable to absorb these splintci's 
of the disintegrating N.E.P. village, and this was the reason 
for the unemployment problem of these years. 

On the other end of the N.E.P. village an upper layer of 
wealthier peasants re-established itself on the basis of differ¬ 
ences in material conditions, above all the possession of tools 
and implerpents, in knowledge, skill, unscrupulousness, and 
luck; the well-being of these kulaks grew with the golden 
opportunities of the N.E.P., and their influence over the village 
grew with their prosperity. 

The kulaks maintained intimate relations with the market, 
and used its fluctuations in their interests. The other peasants, 
who wanted the same from the market as the kulaks, turned to 
them as their natural leaders in their economic relations with 
the towns. All of them wanted to sell dear and to buy cheap. 
The kulak knew, or was supposed to know, when to sell and 
when to refrain from selling, and it was his lead which the otlier 
peasants followed. In this manner the N.E.P. itself created 
the basis and the leaders of a stubborn resistance against the 
attempts of the Government to break the deadlock of Russia’s 
economic development at the expense of the peasants. 

But market relations were only a part of rural economic life, 
and whereas the kulaks had the same intcrest.s as the rest of 
the peasants as traders of agrarian produce, they were at the 
same time the product of a division of the village itself into 
opposed groups. Their prosperity was achieved not only by 
clever market transactions, but first and foremost by their 
possession of more cattle, better implements, and, frequently, 
larger fields than the other peasants. These possessions made 
the poorer members of their communities as a rule dependent 
on their good will, which was, however, only to be won by 
heavy payments. Thus the village which the kulaks were 
‘leading’ at the end of the N.E.P. had ceased to be a homo¬ 
geneous organism and their ‘leadership* further increased the 

K 
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existing internal tension. This process was, liowcvcr, still in 
its initial stage; class struggle within the village certainly had 
its future, but the present belonged to the economic struggle 
of the peasant masses against the towns, as represented by the 
Soviet Government. Economic interests and social tension 
made llie ultimate struggle between the Soviet State and the 
village inevitable. 


(3) The workers as an agent of production 

Regarded not as a social class but as an agent of production, 
the fate of the working class during these years was pretty 
much the same as that of the mechanical apparatus of industry 
or that of the cultivated land. The New Economic Policy at 
first permitted spectacular successes in a very short space of 
time, consisting of considerable improvements in the material 
living conditions, increase in the number of employed workers, 
and rise in the productivity of labour; later on a slackening of 
the pace of advance was followed by an over-exertion of all 
forces which became increasingly less capable of coping wth 
their growing tasks. 

The first approximation to an appraisal of working-class 
conditions is, of course, the chart of money and of real 
wages: 

Mo.ntiii.y \Vaoes in Larc.e-scale Industry 
(controlled by the S.E.C.) 



Chervoruis • rouh Us 

Pre-war ntubtes 


>913 

— 

250 


>924-5 

35*89 

22-43 


1925-h 

48-86 

25-76 


1926-7 , 

53 * 9 > 

28-76 


1927-8 

56-84 

41*35 (12) 


The impression of an 

uninterrupted 

increase in wages is 

not 

quite justified; there 

was a close connection between 

real 

wages and agrarian prices. After the harvest, when food 

was 


cheap, real wages rose and were maintained oyer the following 
spring in spite of rising food prices. This interesting connection 
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was the g^uiding principle of Soviet wage policy, and its abandon¬ 
ment in 1926 was one of the most important single factors 
preparing the abolition of the N.E.P. itself. 

This was a remarkable form of the alliance between workers 
and peasants; every concession to the peasants had to be 
balanced by a concession to the workers or by a fall in their 
real wages. It was the disadvantage of this situation which was 
responsible for the change in Soviet market policy, and, partly, 
for the conflict with the peasants. 

Real wages climbed to their pre-war level hardly earlier 
than national economy as a whole. But the worker neverthe¬ 
less received a far larger share in the national income under 
the new regime than he got before the war. Apart from his cash 
wages he was favoured by low rents or even, before 1925, by 
free dwelling accommodation which was, however, unsatis¬ 
factory; social insurance benefits and similar ‘socialized 
wages’ were said to amount to not less than one-third of the 
money wages. Probably the greatest material ad\antagc for 
which the Russian workers were indebted to the revolution 
was the reduction in working hours. The eight-hour day as 
normal working day, the six-hour day for unhealthy and 
dangerous occupations, were great and permanent gains for 
the working class and the condition of further cultural advances. 
Factory inspection was by no means very efficient, but it was 
an unqualified process in comparison with pre-war conditions. 
The number of industrial accidents was rather high, for 
machinery was generally old, overworked, and in a bad state 
of repair, and many workers were actually peasants only lately 
come from their villages who suffered from lack of education 
and technical understanding; even so grave and fatal accidents 
were f^ less numerous than they had been under the rule of 
capitalism. Even housing conditions, however disgraceful they 
appeared to Western observers, were not worse, and for many 
workers, indeed, far better than the caves and barracks of pre¬ 
revolutionary times. 

Shorter hours, higher wages, and better living conditions 
made a great physical improvement of the working class 
possible, but no other factor contributed so much to this end 
as the steady progress in nutrition: 
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Nutrition of the Urban Workers 
(in grammes per day) 



Ociobn 

Oclober i$ 3 $ 

Flour 

•• 5 » 4-3 

475-4 

Semolina, etc. 

63-1 

34-4 

Potatoes .. 

.. 436-1 

285-8 

Vegeublcs, fruit 

221-9 

239-6 

Sugar, etc. 

9-0 

37-3 

Meat, fish 

.. 98-7 

172-0 

Fats 

21-3 

27-5 

Milk, milk produce 

.. 108-5 

178-5 

Eggs 

2-5 

7-4 ( 


The average N.E.P. worker had sufficient, though not 
abundant, food, he dressed probably not better but not worse 
than before tlic war, he lived in overcrowded dwellings which 
often were still better than before the war, and were in any case 
among the best which Soviet Russia had to offer to anybody; 
he was safe frortr starvation in case of illness, and, if he really 
was an industrial worker, he received insurance benefit during 
unemployment. How’ever modest these material advantages 
may appear to the Western observer, their attainment was the 
result of extraordinary efforts under very unfavourable con¬ 
ditions, and they caused a moral and physical regeneration of 
the Russian working class. At the end of the N.E.P. the workers 
had practically overcome the consequences of malnutrition 
and over-exertion during the ‘seven lean years,’ 1914-21. 
Only the future was to show the size of the tasks to which the 
working class proved equal after these few years of comparative 
case. 

Simultaneously with the improvement in living conditions, 
the number of industrial workers increased after having. 
reached its minimum in 1922. At first production could be 
expanded, while many thousands were dismissed as superfluous. 
Later on, every increase in output required an increase in the 
number of workers until in this field, too, the pre-war level 
was attained at the end of the N.E.P. period. 

The industrial working class suffered more from war and 
revolution than the other agents of production. Fallow land 
improves in quality, closed factories, though not immune from 
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physical damage, suffer most from ‘moral depreciation,’ but 
the loss is incomparably smaller than that endured by skilled 
labour under similar circumstances. Individual workers lose 
part of their qualifications by unemployment, and the working 
population as a whole suffers ‘natural’ depreciation by old age 
and death. At the beginning of the N.E.P. the pre-war stock of 
skilled labour was greatly reduced, but at first the volume of 
production was so small that many skilled workmen were 
unable for some time to find suitable employment. 

During the whole N.E.P. period there was no absolute 
shortage of industrial labourers or would-be workers, viz. 
peasants who had left their villages and wanted to become 
workers. For this reason the labour market of these years is 
marked by the parado.x of rising employment coupled with 
rising unemployment; 


Number ok Wokkers and Unemployed (Rlgcterlo) 

('000 omiued) 



Emplo^td workers 

Ut^mploYid werkrrs 


per cent of igij 


industrial 

1922 
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3*0 
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9 ^ 

273 

1925-6 

2.347 = 900 

1,000 

219 

1927-8 

2,6^ = 102-3 

*>344 

202 

1928, Jajluary 1 .. 


*>344 

202 

1928,June 1 

(« 4 ) 

■> 57 * 

224(15) 


At the same time an acute shortage of skilled workers was felt 
with increasing intensity. The labour problem of the N.E.P. 
was not the temporary absorption in times of boom of the 
‘industrial rescr\'c army,’ it was, on the one hand, the employ¬ 
ment of millions of ruined and technically illiterate peasants 
in industry and, on the other hand, the shortage of skilled 
labour. 

Neither the rising generation of industrial workers, whose 
training had been interrupted or prevented by war and 
revolution, nor the disintegration of handicraft produced a 
sufficient number of skilled workmen for industry. Apart from 
these objective causes, Communist policy must be accused of 
having made a difficult problem even more intractable. After 
•■he introduction of the N.E.P. the Red Directors were per- 
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mitted, or even ordered, lo dismiss as many workmen as 
possible without reducing production. Naturally the workers 
with the lowest efficiency were dismissed first, and this applied 
particularly to the adolescent workers who were protected by 
generous legislation, but for this very reason expensive to keep. 
The percentage of workers under eighteen years of age which 
had been as high as i2'8 in 1918 fell to only 5‘2 in 1922 and 
5-51111923.(16) 

This practice artificially restricted the technical education 
of the rising generation which at that time could have been 
cfTcctcd without disturbing the process of production. The 
shortage of skilled labour, which only a few years later was one 
of the major industrial problems, could not have been pre¬ 
vented but considerably alleviated by such a policy. The 
immoderate and complete subordination of all other con¬ 
siderations to the rule of the market, which was so typical of 
the earlier N.E.P., was not less injurious to the interests of the 
Soviet Union than the bureaucratic contempt for economic 
realities during War Communism. The sale of State property 
during the spring crisis 1922 is matched by this mismanagement 
of the delicate and important problem of skilled labour. 

The tiiird element determining the position of labour as a 
productive agent is its productivity. The attempts to raise the 
level of productivity lasted throughout the N.E.P. and up to 
the present day. The methods were on principle still the same 
as those of earlier times. They may be divided into rewards 
for better work and higher efforts, and into measures for the 
enforcement of stricter discipline: The Central Committee of 
the Communist Party stated in its resolution of August 17th, 
1924, that all restrictions preventing the widest use of piece¬ 
work should be abolished. The factory managers were ordered 
lo enforce the full use of the eight-hour working day and to 
prosecute workers absenting themselves without sufficient 
reason from work. 

These measures were at first completely successful, and their 
success was, indeed, too great. Piece rates were reduced so as 
to make the workers work harder for their normal wages, but 
at the same time they had to pay higher prices for their food 
because the Government had been warned through the scissors 
crisis to turn ‘the face towards the village.’ Between October 
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1924 and February 1925 real wages fell by 15 per cent, wlicreas 
the productivity of labour went up by 26-1 per cent. (17) 
The consequence was a serious conflict between the ^vorkers 
and the Soviet power, and a wave of illegal strikes in State 
industry as well as a large increase in the number of industrial 
disputes settled by arbitration. 

These threatening signs were not lost on the ruling bureau¬ 
cracy. Its leaders recognized that a dangerous ‘ovcrsucccss’ 
had been won; during summer and autumn of 1925 demands 
on the workers were kept within moderate limits, wages were 
permitted to rise, and owing to the bountiful harvest food 
prices went down. Real wages reached a temporary peak, and 
for more than a year they could be maintained only at a lower 
level. After this breathing space the drive for higher produc¬ 
tivity of labour set in again, although the Trade Unions 
complained that further increases could be obtained only at 
the expense of the health of the workers, Despite these protests 
the productivity (or intensity) of labour continued to increase, 
although up to 1927 at a slower tempo. Simultaneously, how¬ 
ever, rose the accident figures in consequence of the constant 
speeding-up of production, the bad state of the machinery, 
the low quality of raw materials, the deterioration in the 
quality of the workers themselves owing to the influx of peasants 
from the villages, and finally the indifference of the manage¬ 
ment to the damage arising to lives and limbs of their workers. 

In the following spring, 1926, the reduction in real wages 
owing to the seasonal increase in food prices again caused a 
minor crisis between the Communists and the workers. Although 
the workers were gravely dissatisfied with the fall in nominal 
and real wages, no strikes or demonstrations occurred. The 
Government and the Communist Party had been surprised 
the year before, but they had learned their lesson and pre¬ 
vented the repetition of similar disturbances. But the unrest 
among the workers threatened to have other even more 
unfavourable consequences: ^the ‘left’ and the ‘united’ oppo¬ 
sition which had been provisionally defeated within the 
Communist Party without much difficulty, appeared to get 
the backing of part of the Trade Unions and tried to act as 
spokesman for the disgruntled workers; 

The Government wanted to induce the workers to higher 
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exertions without permitting them to retain the lion’s share 
in the larger output in form of higher wages; on the other 
hand, it could not permit the peasants to destroy this balance 
by raising food prices which had to be borne either by the 
workers in a reduction of their real wages or by national 
economy by a fall in industrial profits. The tense financial 
position and the increasingly urgent need for large capital 
construction ruled out a genera! increase in wages; the dis¬ 
content of the workers made their reduction completely 
impossible. The Government could only try to influence one 
of the factors contributing to this seasonal ‘spring tension,’ 
the increase in agricultural prices. The level of agricultural 
prices was to be stabilized the whole year round at the lower 
level of post-harvest prices. This apparently simple and unim¬ 
portant action of the Government was, however, the straw 
which broke the camel’s back and occasioned the final break¬ 
down of the N.E.P. 

Meanwhile the problem of the productivity of labour was 
assuming a diflerent aspect. During the earlier N.E.P. years 
it had been the aim of the Government to ease relations 
between the peasants and the Soviet power by keeping the 
prices of industrial goods as low as possible. The perfection of 
the N.E.P. produced tlie goods famine which threatened to 
upset the social balance between town and country, and which 
was a much more intractable problem than the increase in 
the productivity of the individual worker. The expansion of 
industrial production was now hampered not only by the 
shortage of skilled and cflicicnt labour, but also by tlie lack of 
sufficient plant. The principle of producing at the lowest 
possible cost had to be disregarded whenever it collided with 
the demand for increased production at any price. 

In view of the difficulty of solving this problem radically 
by large capital investments in all branches of industry, the 
Soviet authorities tried at first to exhaust all temporary possi¬ 
bilities for expanding production within the existing mechanical 
framework. The simplest way was obviously the working of 
the existing machinery for longer hours. It was planned to 
abolish the weekly rest period of thirty-six hours by the intro¬ 
duction of Sunday work and the working in two or three daily 
shifts. Whatever the cost, the total of industrial goods was to 
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be increased by letting the existing machinery work practically 
\vithout interruption all the year round. 

This new order was bound to have serious consequences for 
the working class. It included night work for women and 
children, and the general introduction of night work was 
particularly harmful in Russia where li\ ing accommodation 
was painfully inadequate. Another effect was the abolition of 
a common rest-day for the next few years, which was a \ cry 
serious interference with the private and family life of practi¬ 
cally every individual. On the other hand, there is no shirking 
the fact that the expansion of production was a vital problem 
which had to be solved in one way or another, and it must be 
further acknowledged that the Soviet power did its best to 
sweeten this pill by connecting the introduction of the seven- 
hour day with the abolition of a common rest-day and the 
introduction of general night work. The moment for pro¬ 
claiming this measure, the eve of an important Party Congress, 
was certainly determined by political motives, but this docs 
not reduce the value of this concession for the working class, 
which lost this achievement, however, in the dark days of 1940. 

The first experience with the system of shorter hours and 
increased shifts was made already during 1928. For the time 
being, the most seriously overworked of all N.E.P. industries, 
cotton weaving, was chosen for experimental purposes. 
Although conditions were very unfavourable, the result was 
satisfactory. The-reduction of w’orking hours very soon pro¬ 
duced an increased productivity of labour, though not during 
the night shift. Very soon it was possible to work the plant for 
twenty-one hours with the same number of workers that had 
been required for sixteen hours before. The output of industry 
increased, and the workers gained one leisure hour daily, 
though at considerable inconvenience in other directions, and 
at the cost of excessive depreciation of machinery. 

However, the incontestable resourcefulness of the Russian 
dictatorship could do no more than delay the moment when 
all resources of N.E.P. Russia were exhausted. This was 
particularly true for the problem of labour supply. The number 
of skilled workers was actually falling while industrial production 
was increased as quickly as possible. How could the lack of 
artisans, foremen, masters and technicians be overcome? 
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New cadres of skilled workers could be trained only by the 
sustained efforts of many years, with great expenses of money 
and energy. The lack of suitable skilled workers was not only 
an acute present-day problem which made the expansion of 
production increasingly difficult from week to week; in this 
sphere the outlines of a historical impasse could be traced 
which was bound to be of permanent importance for thc^ 
So\iet regime. 


CHAPTER FOURTEEN 


BETWEEN THE CLASSES 


(i) The zig-zog course towards the peasants 

The social forces unchained by the N.E.P. drove the Soviet 
village into a clearly defined direction—to the disintegration 
of the primitive equality of the members of the Mir by the 
effects of money power and the market. The attitude of the 
Government towards this socially undesirable and politically 
dangerous process Was ambiguous and wavering. The 
N.E.P., the ultimate reason for the disintegration of the 
village and the rise of the kulak class, was also the basis of the 
spectacular recovery of national economy in general and 
‘Socialist’ industry in particular. Was it feasible to curb tliese 
consequences of the N.E.P. without endangering the whole 
system of the smytchkal Was it possible to strike at the kulaks 
without endangering the vitally important supply of agri¬ 
cultural produce? 

This practical question was for some years answered in the 
negative by the Soviet Government. If the Government wanted 
to increase market production of agricultural goods within the 
framework of the N.E.P. it could not fight the kulaks. 

At the same time, the social and economic interests of the 
kulaksy alone of all agrarian classes, were in the long run 
clearly opposed to those of the Soviet power. Though their 
growing power over the village may have produced a temporary 
improvement in market production, at their own terms, it was 
bound to endanger the smytchka from a different angle, by 
the resurrection of an exploiting class. Thus the Communists 
found themselves on the horns of an awkward dilemma, and 
unfortunately they chose in the end the worst of both worlds. 

After having made considerable concessions, the Government 
found itself in 1926 faced by the fact that the workers were 
gravely disturbed by the rise in food prices which the peasants 
desired. The interests of the peasants as sellers conflicted with 
those of the workers and the Government as buyers. 
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Nevertheless the Communists acted during a considerable 
stretch of time on the assumption that the N.E.P. was a serious 
long-term policy the unfavourable consequences of which had 
to be accepted together with its more desirable results. Wherever 
the interests of the more prosperous peasants did not directly 
clash with those of the towns and, particularly, the workers, 
the Government supported them by its legislation and adminis¬ 
tration. The agrarian law of 1922 had been unfavourable to 
the growth of such a prosperous upper layer in the village, 
particularly by discouraging the renting of additional land 
and the employment of labourers. After the scissors crisis the 
Government, in pursuance of its new slogan ‘the face towards 
the village,’ relaxed these restrictions. In 1925 it was made 
legal to rent land for a maximum period of twelve (instead 
of six) years; under the N.E.P. the ‘landlords’ were small 
peasants unable to cultivate their plots of land, and the ‘tenants’ 
were prosperous farmers on the look-out for opportunities to 
increase their land holdings. In 1924 the ‘landlord’ had an 
average sown area of 2-9 dess, in comparison with 8 dess, for 
their ‘tenants,’ whose livestock was on an average seven times 
as large as that of their ‘landlords.’ (18) The Provisional 
Decree of April 22nd, 1925, went a step further and permitted 
the employment of labourers by private peasants as a normal 
institution. It was thought impossible to enforce the eight-hour 
day, and the regulation of hours was left to agreements between 
master and ser\ant. The number of agricultural labourers 
was not exactly known, but in all probability it was not much 
lower than before the war. Only a comparatively small part 
was employed by Slate and collective farms, and perhaps as 
many as a million and a half worked for private farmers. 

Thus the Government had a large share in promoting the 
growing power of the kulaks over the Soviet Nillagc. The 
increase in agricultural production was considered as essential 
for the further development of national economy, and this 
consideration was strong enough to overrule all doubts created 
by the growth of the kulaks. Although Bukharin’s notorious 
'enrichissez vous' to the peasants (1925) was officially censured 
by Stalin, it was the true slogan of these years. 

It would be unfair to overlook the attempts made by the 
Government to prepare for the reorganization of the agrarian 
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system. Already during these years the Communists, in spite 
of the lack of funds, tried to furnish modern agricultural 
machinery. The symbol and the most important instrument of 
technical reorganization was the tractor, during the N.E.P. 
not yet produced in Soviet Russia but imported from abroad, 
particularly from the United States. Although the first idea of 
the famous Machine and Tractor Stations was developed 
during this period, a fundamental reorganization of agriculture 
was, of course, impossible without a complete transformation 
of the N.E.P. village which was essentially a social and political 
problem. 

Up to 1928 this problem was consistently ridiculed and 
shelved by the Soviet power. It may well be said that the 
Government simply could not do more than buy a few thousand 
tractors and organize a number of scientific agronomic stations 
because it did not dispose of the necessary means. This obvious 
explanation is, however, contradicted by the fact that at last 
the Government was compelled by the force of events to embark 
on this experiment under much more diflRcult and dangerous 
conditions than those of 1926 or 1927. And it is particularly 
true that these difficulties and dangers were largely, though not 
completely, a consequence of the official policy itself which re¬ 
frained from curbing the power of the kulaks while there was 
still time to do so. 

The reversal of this conciliatory policy was a consequence of 
its failure in the sphere of market relations with the peasants 
which was of crucial importance during this period. After the 
scissors crisis the Government encouraged the doubling of 
agrarian prices within a few months, and the bad harvest of 
1924 caused a new advance. In spite of the serious trouble occa¬ 
sioned partly by this development in the relations between the 
workers and the Soviet power, the latter did not feel strong 
enough to take action and, even after the excellent harvest of 
1925, food prices soared again in the spring of the following 
year. The reasons responsible for this untoward development 
were clearly recognized by the leading Soviet statesmen as early 
as 1925, and correctly described by Stalin: 

‘In its fight against soaring prices, in its endeavour to stabilize 
wages, the State is forced to take measures of an economic 
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character. . . . The kulaks respond by buying up the harvest 
of the middle and poor peasants. ... 'I hey do not, forthwith, 
send these goods to market, for they know that the “corner” 
they thus establish will lead to an artificial rise in prices, and 
that large profits will accrue to the successful speculator.’ (19) 

In the autumn of 1926 the Soviet power thought itself strong 
enough to strike a blow. The relations of power- between the 
Soviets and the peasants seemed to have changed, and nobody 
was readier than the Soviet bureaucracy to draw the most 
extreme conclusions from changed relations of power. 

But this change in policy had unforeseen results: the grain 
market needed just a shock of tliis kind to become gravely 
disorganized. The disproportion between the purchasing power 
of the peasants and the supplies of industrial goods restricted 
agricultural market production as a whole and made it very 
sensitive to price changes; the peasants sold only those goods 
which fetched particularly high prices and kept those which 
were less highly valued by the market—or by the Government. 
The Government’s desire to keep bread as cheap as possible 
was, therefore, a powerful check on the supply of grain, which 
fluctuated violently from year to year with the result of the 
harvest because it consisted of the surplus of millions of small 
farms over their domestic requirements. Apart from that, the 
small peasants could get the money they needed for buying the 
few things they could get on the market by selling flax, tobacco, 
cotton, vegetables and fruit, etc. 

Speculation in grain had been a “legitimate” business of the 
kulaks as long as this class existed. Although they furnished 
during the N.E.P. only one-fifth of the total market grain, it 
was their most important market product. The larger the sown 
area, the greater the importance of grain sales which, in farms 
with more than ten dessiatines of sown area, constituted 
approximately one-half of total sales on the market. Thus the 
kulaks were particularly interested in grain production and 
grain prices and the other peasants regarded them as specialists 
and natural models in the vital question of whcn to sell. The 
effect of the united speculative action of kulaks and grain 
traders was a strong seasonal increase in grain prices during 
the spring when the outcome of the next harvest was still in the 
balance: 
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The first action of the Government was the virtual suppression 
of private grain trading in the course of the summer 1926, 
which secured a monopoly for the public grain purchasing 
agencies. These were ordered not to buy at higher prices than 
those prescribed by the authorities, and the kulaks, who had 
refrained from selling in the autumn, were squeezed out of 
their holdings during the following spring without any extra 
profit whatsoever. Between October 1926 and March 1927 
wholesale prices rose by not more than 2 per cent and the Soviet 
authorities scored a complete success over speculators and 
profiteers without violaUng the N.E.P. laws. By stabilizing food 
pnees they had taken an important step for the stabilization of 
wages and they were apparently justified in looking forward to 
a successful new grain purchasing campaign. The harvest of 
1927 was certainly not quite up to the mark of the previous 
year or two but the domination of grain trade by public 

bound to bring good results. Actually things took 
a different turn. Suddenly and without grain reserves worth 
mentioning the Soviet power was faced by a situation which has 
been aptly described as ‘bread front.’ The meaning of this term 
was explained in July 1928 by Stalin: 

‘'^bat was the situation on January ist of Uiis year? 

There was a deficit of 128 million grain as compared 
with last year . .. ^vhat had to be done in order to make up the 
lost ground? It was necessary'first of all to strike hard at the 
kulaks and speculators, , . . Secondly it was necessary to pour 
the maximum amount of goods into tlie grain purchasing 
regions. . . . The measures adopted were effective, and by the 
end of March we had collected-275 million poods of grain. 

. . • Fmm April to June we were unable even to collect 
100 million poods. . . . Hence the second relapse to emergency 
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measures, adminislraiivc arbitrariness, violation of rcvolu- 
tionar)’ laws, raids on peasant houses, illegal searches, and so 
fortli, ^\•hich afleett'd the political conditions of the country 
and created a menace to the smjtchka between the workers and 
the peasants.” (21) ^ 

The final result was that grain collections in 1927-28 fell from 
11,319,000 tons to 9,705,000 tons. (22) The policy of laissez- 
faire in the village and of benevolent neutrality towards the 
kulaks as producers had landed the Soviet pow’cr in a first-class 
crisis. For it was the social policy of the Government which had 
j)crmittcd tlie kulaks to become powerful enough to challenge 
the Soviet power. 

'I'hc kulaks did not expect active support by the Government; 
they only wanted to be left alone, not to have to pay ruinous 
taxes, not to be prevented by legal quibbles from expanding 
their farms, not to be controlled loo strictly in their dealings 
with the market and the poor peasants. And this was exactly 
what they got from the Government, in spile of serious mis¬ 
givings within tlie C’ommunist Party, for some years. Stalin 
said in 1925: 

^It is strange! We introduced the N.E.P. knowing perfectly 
well that this involved the reinvigoration of cjipitalism, the 
rcinvigoration of the kulaks. . . . Yet directly the kulaks so much 
as poke their noses round the corner, many of the comrades 
turn pale with fear and shout “Help! Murder! Police!” So 
pitiable is their panic that they quite forget the middle peasants. 
Nevertheless our main task in the villages at the present moment 
is to detach the middle peasants from the kulaks^ to isolate the 
kulaks by entering into a firm alliance \\’ith the middle 
peasants.” (23) 

These arguments arc far from flawless but there is in any case 
no doubt of the fact that the policy described so forcefully by 
Stalin himself after three years of entering into a firm alliance 
with the middle peasants was bound to throw them back into 
the arms of the kulaks.. 

The Soviet power simply declined to consider the ultimate . 
results of its expedient policy and allayed its theoretical con¬ 
science and the restive opposition within the Communist Party 
by carefully balanced half-truths which were worse than false. 
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In the end the accumulated and neglected tension within the 
village and between the village and the towns produced an 
acute crisis which shook the whole structure of Soviet society 
and which could be fought onl> by ruthless methods and at a 
terrible cost in human and material values. 

The ultimate outbreak, though specially connected with the 
market policy of* the Government, was bound to come with the 
attainment of the pre-war level after the year 1927 which was 
the latest possible moment for starting with a policy of agrarian 
reorganization. Even so the delay of this task for two or three 
precious years involved its execution in the struggle against the 
kulaks and thereby increased its difficulties and reduced its 
beneficial results. 

This interaction of technical and social-political tension 
transformed the agrarian crisis into a crisis of the Soviet regime 
as a whole. The mistaken policy of Government concessions 
was replaced, by a draconic regime which broke not only the 
power of the kulaks but \ ery nearly wrecked the whole Soviet 
regime. The Government had started by using the N.E.P. as a 
breathing space to restore the strength of the organism of post- 
revolutionary Russia; it had found this time so pleasant that 
it postponed agrarian reorganization to a distant future when 
industry would be strong enough to help agriculture to over¬ 
come its traditional backwardness and finally it found itself in 
a situation where industry could be reconstructed only with the 
help of agriculture while agriculture could be reorganized only 
with the help of industry, and was besides quickly passing under 
the rule of anti-Soviet forces. 

The Soviet power had failed to win the peasants by a policy 
of large (and temporarily inevitable) concessions; it continued 
this policy even when its effects were contrary to its intentions 
(1926-27) and involuntarily strengthened its future enemies. 
The ensuing struggle had some features in common with the 
events of 1920-21, but this time it was not the result of uncon¬ 
trollable circumstances but the outcome of a wrong agrarian 
policy. In spite of tenacious and sincere efforts, the Soviet power 
could not win the friendship of the individualistic village; 
it found sympathy only with the village poor, but suspicion 
with the middle peasant and open hostility on the part of 
the kulaks. 


I 


L 
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(2) The deslruction of Ou N.E.P. man 

The N.E.P. left the structure of urban economy largely un¬ 
changed but it had a deep influence on its methods and the 
outlook of its leaders. The anticipation of the Communists that 
it would be sufficient for the maintenance of their regime to 
occupy the ‘commanding heights’ of urban economy was com¬ 
pletely borne out by events. The principle of public ownership 
and State direction of economy made steady headway. The 
lion’s share in the net product of Russian industry and trade 
was taken by the State and not by private capitalists. The State 
centralized the resources of Russian society and used them, 
according to tlie j)rinciplcs of Communist economic policy, in 
a more or less planned manner for the reconstruction of industry. 

This was at least the theory; in practice private traders made 
huge profits and since the scissors crisis it w’as an important 
aim of Communist economic policy to eliminate the dangerous 
and expensive N.E.P. bourgeoisie. This struggle ended, of 
course, with the complete victory of the Stale which had, how’- 
cver, to apply administrative pressure against its stubborn 
opponents who withstood all economic attacks. In wholesale 
trade the importance of the N.E.P. men was quickly destroyed. 
Their share in the total turnover fell from 9-3 per cent in 
1924-25 to a bare i -5 per cent at the end of the N.E.P. (24) 
and State industry was freed from the last traces of dependence 
on private middle-men. 

The removal of private business men from retail trade was 
much more important but not less diflTicult than necessary. The 
experience of the scissors crisis taught the Government that 
the control of retail trade was at least as important as that of 
wholesale prices. During the next few years official policy was, 
at least in intention, deflationary, particularly in the sphere of 
industrial prices. But in spite of their theoretical soundness the 
practical results of these efforts were disappointing, and the 
most important reason for this failure was the strong position of 
private business in retail trade. The Government compelled 
State industry to reduce selling prices and in view of rising turn¬ 
over and falling costs during the years 1924-26 this was feasible 
in spite of the demands of ‘commercial management.’ But this 
reduction in wholesale prices was only rarely transmitted to the 
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ultimate consumer and mostly served to swell the profits of 
private traders. In the Trotskyist criticism of official economic 
policy the ‘billion’ alleged to ha\e disappeared on the way 
between producer and consumer played a prominent part—and 
not without justification. Owing to the absence of cfTectivc com¬ 
petition the private traders formed a ‘natural cartel.’ It was 
especially effective because price reductions had been ordered 
particularly to please the peasants; peasant trade being almost 
completely in private hands, the peasants had not much chance 
of benefiting by the benevolent intentions of the Gos ernment. 

But this development on top of the scissors crisis moved the 
Soviet power to energetic actions against private trade and a 
drive for its liquidation was initiated. Nevertheless, and in spite 
of ruthless extraordinary measures, at the beginning of the Five 
Year Plan private trade was far from being suppressed and was 
still responsible for more than a quarter of the whole retail 
turnover. Its share in this turnover had constantly declined from 
42-6 per cent in 1924-25 to 27-0 per cent in 1927-28 {24), but 
it wasobviouslyfulfilling a necessary function in Soviet economy. 

This surprising power of resistance was not a consequence of 
its competitive prices; on the contrary, it charged on the 
average ten or fiften per cent more than public trade. It could 
continue in business only owing to the widespread lack of 
goods because the private trader succeeded in a more or less 
miraculous manner in getting hold of commodities which could 
not be bought in co-operative stores. This explains the com¬ 
plete indifference of private trade to price reductions in public 
trade which were actually an invitation to the private trader to 
increase his prices 1 

Soviet Commcrical Policy restored to the N.E.P. man in 
profits the largest part of the losses inflicted on him by Soviet 
Fiscal Policy. Private trade was obviously invincible by econo¬ 
mic measures within the framework of the N.E.P. Consequently 
the N.E.P. was practically abolished as far as private trade was 
concerned'. Capitalism, disregarding all dangers in quest of 
■ profits, broke through all market regulations with elemental 
force and could not be bound by economic fetters. It had, there¬ 
fore, either to be ruined by excessive taxation and arbitrary 
fines or crushed by administration and police without any legal 
cover. 
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Tlie Government had to apply these extraordinary and 
dangerous measures at all critical periods. In the year of Com¬ 
munist reaction, 1924, it fought the N.E.P. man with the weapon 
of compulsory loans hoping to kill two birds with one stone, to 
curb private trade and to improve the financial situation of the 
country, fiut after some months it was understood that the 
participation of private business in retail trade was still neces¬ 
sary. In the beginning of 1925 the compulsory contribution to 
State loans was discontinued and a spokesman of the Supreme 
Economic Council told the N.E.P. men that they had a legiti¬ 
mate part to perform within the framework of Soviet economy. 
Tow'ards the end of the N.E.P. the increasing social and financial 
tension intensified the official struggle against private traders. 
They were doomed to complete destruction and it was only a 
question of time before they would be completely ousted from 
Soviet life. 

During the last years of the N.E.P. the Government adopted 
also a new policy towards private industry and handicraft. The 
rise of State industry reduced the comparative weight of small- 
scale production and made it completely dependent on State 
economy, and the hundreds of thousands of handicraftsmen 
were in their economic character simply outworkers'for the 
economic authorities of the State. They had to be controlled 
and for this reason they were collected into so-called co¬ 
operative societies. This process was encouraged by the Govern¬ 
ment and individual handicraftsmen were practically com¬ 
pelled to join. Private business men exploiting these co-operative 
societies for their own ends were weeded out and handicraft 
was made for all intents and purposes a part of the State 
economic system. 

As far as urban economy was concerned, the Communists 
were completely justified in regarding the N.E.P, as a strategic 
retreat, a step back in order to make a leap forward. The 
attacks of private capital on the commanding heights of State 
economy—industry and trade, transport and finance-^had been 
repelled and the N.E.P, man was dislodged in stubborn struggle * 
from the positions which he had managed to occupy in the first 
moments of confusion and despondency. Only in retail trade 
was he able to continue his existence in the interstices of Soviet 
society—although in a less harmless manner than Epicure’s 
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gods. But this position was not strong enough to win Russia 
back for capitalism or even to guarantee the continued existence 
of private business, although it was a thorn in the flesh for the 
Soviet power. 

It is another symptom indicating the fundamentally pro¬ 
gressive tendency of Soviet development during the following 
years that the convulsions of the period of reconstruction 
destroyed.private capital as a social force and, indeed, as a 
social phenomenon in Russia. 

{3) The workers in the N.E.P. state 

During the whole N.E.P. period, from 1921 to 1928, the 
Soviet power was using all the means at its disposal to repair 
the havoc wrought by the social catastrophes of the years 
' 1914-21. These tasks were very important in themselves, yet 
they must be regarded as a simple routine job, as an imitation 
of an already known historical process and a movement on 
paved paths, when they are compared to the tremendous diffi¬ 
culties awaiting theCommunists later on. This routine character 
of their tasks contributed to the gravest mistake committed by 
the Soviet Government during these years, the bureaucratic 
oversight of the moment when the material basis of its policy 
underwent a gradual but complete transformation. 

The backwardness of Russia’s social and economic develop¬ 
ment, the predominant position of an individualistic peasantry 
and the need for reconstruction of the devastated areas were 
hard facts which determined the course of events during these 
years of‘rehabilitation.* This does not mean that the relations 
between the workers and the Soviet power were only of secondary 
importance for Russia’s social history; but as long as the re¬ 
construction of industry and the reorganization of agriculture 
demanded the undivided attention of the best elements of the 
Russian people, these relations were only the shadow, a kind of 
secret history of Russia’s social development. 

The Bolsheviks were firmly convinced of their position as the 
‘vanguard’ of the working class, and not even their trans¬ 
formation into the bureaucratic backbone of a bureaucratic 
Soviet State changed their intellectual outlook and their will to 
do their best for the realization of their Socialist ideals, but it 
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changed ihc simple, and in the long run decisive, principle that 
the construction of a Socialist State must depend on the demo¬ 
cratic self-determination of the workers. At the same time the 
material interests of the bureaucratic dictatorship pushed it 
into a definitely progressive direction. It was in its interests to 
suppress attempts of the old ruling classes to restore their rule, 
it was further in its interests to reconstruct the social and 
economic system on a new and stable basis and for this purpose 
a numerous, better educated and well contented working class 
was absolutely essential. The ver)' fact that its rule was based 
on the overthrow of capitalism compelled the Soviet Govern¬ 
ment to grapple with and overcome the fundamental contra¬ 
dictions of the capitalist system. Nevertheless this attempt did 
not automatically lead to Socialism. The conflict between the 
essentially social character of modern economy and the rule of 
capital, the ‘anarchy’ of the capitalist economic system, may 
be replaced by another system which has centralized control or 
even ownership of capital in the hands of a central authority 
without subjecting the actions of this authority to the demo¬ 
cratically expressed will of the people. Whether it is possible 
or not to establish a stable system in this manner, it certainly 
is possible to establish it. In this case it is merely a question of 
fact (or time), whether society will be ruled by a bureaucracy 
pursuing a policy of enlightened absolutism in the interests of 
the people or whether it will be the victim of a bureaucracy 
pursuing simply an egoistic policy in the interests of its own 
power and material advantage. 

The formation of the bureaucratic Soviet State may have had 
good reasons and may have been inevitable in a country like 
Russia and under the conditions of War Communism; the fact 
remains tliat this power exerted a strong and, in the long 
run, dangerous influence on the fate of Soviet Russia. During 
the period of the N.E.P., however, the bureaucracy was cer¬ 
tainly an absolutist organism whose policy was determined by 
its internal conditions and the relations between its leading 
members, but neither its policy nor its interests were in funda¬ 
mental points opposed to those of the working class. 

This does not mean, of course, that there were no differences 
of policy and no friction between the Government and the 
workers. After the scissors crisis the interests of the peasants 
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had to be considered to a certain degree and the rise in food 
prices was a periodical source of working class discontent, 
wages increased very slowly because the need for capital con¬ 
struction became very pressing towards the end of the N.E.P., 
the intensity of labour increased and the management urged tlic 
workers to constantly rising exertions. This was particularly true 
tosvards the end of the rehabilitation period Avhen Sunday was 
abolished as a rest-day and night work became a common 
feature for adults, women and youths alike. On the other hand 
it must be acknowledged that the seven-hour day and the five- 
day week were considerable improvements which were gladly 
accepted as such by the w’orkers; had they lasted—and both 
have meanwhile been abolished—they would have more than 
counterbalanced the temporar)' inconvenience suffered by the 
working class. 

It was an interesting feature of those years that even' the 
failures of Soviet policy served to improve relations between the 
Government and the workers. This is particularly true for 
Soviet agrarian policy. When the inadequacy of this policy 
bore fruit in the ‘danger of famine in the country’ (Stalin), the 
workers could be easily persuaded that the difliculty was simply 
the attack of a hostile class on ‘their’ Government and, indeed, 
on themselves. The common danger was a strong bond of unity 
and in the following struggle the workers were, of course, 
wholeheartedly on the side of the Government against the 
peasants and particularly the kulaks^ although the whole crisis 
had been the result of an inefficient and dangerous treatment 
of one of the most vital problems of the time. 

In the meantime, the ruling bureaucracy completed its 
development as an independent social power. In all questions 
concerning its own interests its policy was determined by the 
relations of pow’er within the party caucus. The role of the 
working class in this process was essentially that of the chorus 
in Greek tragedies—it had not the slightest influence on the 
course of events and was only permitted to comment upon it. 
Only its intervention came at a different moment: it did not 
wait until after the event but was induced to exert a formal 
initiative, which was clearly inspired from above, by resolu¬ 
tions, letters to Pravda, and similar ‘spontaneous’ actions. 

The care for the material interests of the workers remained 
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in the hands of the 7 'radc Unions under Tomski's leadership. 
During the early N.E.P., it will be remembered, the work of 
the Unions had been energetic and successful; during the re¬ 
habilitation period, however, they again degenerated into mere 
bureaucratic machines regarding their own existence as suffi¬ 
cient justification for the enormous outlay svhich their upkeep 
required. During the later N.E.P. the balance between the 
interests of national economy, tlic peasants and the workers 
was the aim of Soviet social policy and the work of the Unions 
was subordinated to this aim. They were ordered to case the 
work of the economic authorities by contributing to this policy 
the willing co-operation of the workers, who had to be induced 
to Avork harder and to be more modest in their demands for 
higher wages. 

When the workers struck in masses during (he spring of 1925, 
the Unions were morally and organizationally unprepared to 
cope with the situation. The leaders of the Communist Parly 
were gras’cly dissatisfied with their failure and ordered a 
vigorous campaign against inefficiency and corruption within 
the Trade Union movement. The first object of this campaign 
was the notorious ‘Triangle,’ a local combination of the ex¬ 
ponents of the Soviet power against the workers. The Triangle 
consisted of the ‘Red Director,’ the sccretar)' of the Communist 
‘cell’ and the secretary' of the factory committee of the Trade 
Union Ijranch in the enterprise. The Red Director proposed 
concrete measures in accordance with orders from above, the 
cell secretary controlled them and requested sometimes their 
change if they seemed to deviate from the general line of 
party policy, and the Trade Union secretary usually had to 
consent and to look after the moving of resolutions which were 
unanimously adopted by the workers. The essential task of the 
Triangle was the ‘fight for a high productivity of labour’ which 
wa.s practically identical with more work for the same wages. 

When this unnatural alliance began to defeat its own ends by 
creating widespread working class discontent, the authorities 
intcr\ cncd. Already at a Miners’ Conference (April 1925) dele¬ 
gates complained that the workers’ representatives in mixed 
commissions simply adopted the point of view of the manage¬ 
ment without protecting the workers. During the following 
month similar complaints were uttered by the Metalworkers’ 



BETWEEN THE CLASSES 


iGo 

Union and in July 1925 the All Russian Central Committee of 
the Trade Unions under Tomski’s leadership reproved the 
growth of bureaucracy in the factory committees, demanded 
free elections and free criticism by the workers and warned 
workers’ representatives in mixed commissions not to agree to 
reductions in piece rates which would occasion a reduction in 
wages. This official campaign was no less officially endorsed 
by the Central Committee of the Communist Party, which 
prohibited the petty interference in Union business by party 
officials (October 1925). 

The question reappeared in December 1925 on the agenda 
of the 14th Congress of the Communist Parly. Here an excellent 
recipe for eating the cake and having it was worked out—the 
restoration of Trade Union democracy ‘below’ combined with 
the maintenance of bureaucratic absolutism ‘above.’ This un¬ 
realistic and bureaucratic treatment of an almost hopeless 
problem was, of course, completely in vain. At the very next 
session of the Central Committee of the Trade Unions, February' 
1926, it appeared that the democratically elected representatives 
of the workers were simply deposed by higher officials; the un¬ 
controlled elections did not give the workers an opportunity of 
choosing their own representatives but removed only tlie last 
check on the autocracy of local pashas who were now able to 
do completely what they liked. Tomski told the next confer¬ 
ence of the Communist Party that the struggle against the 
Triangle had been successful; now the Union officials refrained 
from openly supporting the management, but they remained 
‘neutral’ in the quarrel between workers and management 
about piece rates and working conditions. They were indeed in 
a sad dilemma: they could not support the management with¬ 
out offending their Central Committee and they could not sup¬ 
port the workers without violating the ‘general line’ ordering an 
increase in the productivity of labour at all costs. 

Trade Union organization was hitrdly better than Trade 
Union policy, while its numerical strength increased with the 
number of wage-earners. It was officially alleged that the 
Unions used their funds not for the protection of the workers 
but for paying their staffs and amassing bank balances (25). 
Tljefts and fraud by Union officials increased at an alarming 
rate and the Union leaders had to take stricter measures of 
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control from above because democratic control from below was, 
naturally, non-existent. But all these measures could not trans¬ 
form the Unions into living organisms; their growing mech¬ 
anical tasks, on the contrary, demanded a growing adminis¬ 
trative svstem wliich under the circumstances was identical with 
further increases In Union bureaucracy. Already in 1926 the 
basis of this bureaucracy consisting of the fully-paid members 
of factor)' committees was extraordinarily large and comprised 
not less than 28,000 people! {26) 

On the credit side of this development only one valuable and 
important discovery in working-class organization is due to 
this attempt of the Unions to win the support of the workers 
for higher efforts—the production conference. This method of 
interesting the workers in the problems of their factories was a 
happy application of the ‘instinct of workmanship’ to the diffi¬ 
cult problems of Soviet industry. On the other hand, its effects 
were strictly limited by the existence of numerous delicate and 
forbidden questions which could not be discussed by the 
workers for fear of dangerous consequences. These limits were 
unsurmountable under a bureaucratic dictatorship and freedom 
of speech remained even then an unattainable ideal for the 
workers, although they were not yet completely used to its 
absence/ 



CHAPTER FIFTEEN- 


AT THE CROSS WA'i S 


(i) Between rehabilitation and rceonshaction 

During the economic year 1925-26 industry and agriculture 
were running with the maximum of efficiency attainable Avith 
their old instruments of production, altliough the output of in¬ 
dustry was still considerably below pre-war level. The difference 
in actual output between 1913 and 1926 was a natural conse¬ 
quence of the strong depreciation suffered by the economic 
system of the country whicii was only partly, if at all, made 
good by the installation of modern machincr)^ in some branches 
of industry as, e.g., the production of electrical current. With 
the existing means of production, output could be increased 
only by more intensive work and by over-exertion of machincr>’. 

These hard facts put the problem of a new economic policy 
on the order of the day. Even in 1925-26 it had become very 
urgent because reserves in productive capacity were being re¬ 
duced from month to month with the prospect of rapidly in¬ 
creasing future difficulties. Nevertheless things went on as 
before for two more years, plans were designed and rejected 
and the new policy was inaugurated only towards the end of 
1928, when the crisis had already become very acute indeed. 

This surprising and dangerous delay was not due to lack of 
understanciing by the leaders of the Soviet Union. On the con¬ 
trary, this problem was practically the leitmotif for countless 
speeches by the best-known men within the country. Although 
Trotsky’s voice was by no means that of the rulers of the Soviet 
Union, his words were heard by everybody and particularly by 
his opponents. Already during 1925 he treated this problem, 
not as a startling discovery of his own but simply as a well- 
known and recognized fact : 

‘During the coming financial year (October i9Q5-September 
1926) when the basic capital inherited from the bourgeoisie 
will be working at full capacity, we shall commence extensive 
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operations in the renewal of basic capital. ... In the future we 
shall have to create new basic capital. This constitutes the 
fundamental difference between the coming economic period 
and tliat which is now passing.' (27) 

Nevertheless capital expenditure during the next three years 
was, according to later official explanations, hardly sufficient 
to cover actual depreciation. The same view was expounded 
by one of the most distinguished opponents of Trotsky, the 
President of the Supreme Economic Council, Felix Dzhershin- 
ski, who said in December 1925, not long before his sudden 
death: 

‘Can we propose an increase in wages? Let me tell you 
frankly. Comrades, that we cannot. \S'c must not hide from the 
working class that it is an impossibility. Why? Because we must 
deal with the fundamental problem, the problem on which 
our very existence depends; the renewal of capital.’ {28) 

Exactly a ycar later, the 7th Trade Union Congress was told 
by Dzherzhinski’s successor, Kuibyishev: 

‘The old equipment is almost entirely used up. We no longer 
possess the resources which allowed us to increase production 
in 1925-26. We must create something new, or reorganize 
the work and make other efforts in order to increase pro- 
duction.’ (29) 

This random selection could be increased by utterances of 
practically all leading Soviet economists. All the experts were 
unanimous in this question, whatever their political allegiance 
may have been. Yet nothing happened for two or three fateful 
years, although time was more precious than anything else. 

This crucial importance of the time factor is emphasized by 
the course of events in the country. The economic,year 1925-26 
was the last N.E.P. year to witness rapid progress in industry 
and agriculture. The latter marked time during the following 
two years but grain supplies for the towns and the State suffered 
a sharp setback. The obstacles to a revision of the agrarian 
policy grew with the duration of the delay; the enemies of the 
Soviet power became more powerful, its own position in the 
village became increasingly weaker. This fact is a complete re¬ 
futation of Stalin's plea that the Communists ‘gathered 
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Strength’ during these years; actually they were incomparably 
weaker in 1928 than in 1926 as far as the resistance against the 
kulaks was concerned. 

Actually the behaviour of the Soviet power cannot be under¬ 
stood as a policy, as the planned direction and control of ele¬ 
mental economic forces by the State which influenced and 
ruled them according to its Socialist aims; but if incompre¬ 
hensible as a rational policy, the actions and omissions of the 
Soviet Government are perfectly clear as the beha\ iour of a 
bureaucratic organization. The N.E.P. had been ver)’ successful 
in its time; the economic recovery of the country made splendid 
headway, wages, though not very high, were still on the up¬ 
grade and the cultural rise of the workers could be seen by all 
observers. The recovery of the countryside was complete and 
the village prospered, though modestly, yet as a whole satis¬ 
factorily. 

The rulers of the country were sincerely—partly with good 
reason—convinced that these desirable events were an eflTect of 
their policy and that its continuation would bring even greater 
successes. They could not completely overlook the insufficiency 
of the productive apparatus of the country for the growing needs 
of its inhabitants but they hoped to enlarge it gradually and 
without fundamental changes of any kind. In the philippics of 
the opposition they saw hardly more than demagogic phrases, 
for they were fully aware of the superiority of their repressive 
system to any danger which might threaten from the kulaks. 

This attitude explains the surprising inconsistency in the 
official explanation of fundamental economic problems. At the 
end of 1926 the termination of the period of rehabilitation w’as 
shouted from all house-tops and the dawn of the new era of 
reconstruction was pompously announced. However, recon¬ 
struction somehow did not get under way during the follow¬ 
ing two years. Capital expenditure increased but the principles 
of economic policy remained unchanged. The offic ial and semi¬ 
official interpreters of the First Five Year Plan, as, for instance, 
the—meanwhile ‘liquidated’—People’s Commissar of Finances, 
G, Grinko, later on extended the duration of the N.E.P. by 
fully two years. 1.927-28 was ‘the year in which the rehabilita¬ 
tion period was practically completed.’ (30) This inconsistency 
is shown already by the fact that as early.as 1925 a first sketch 
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of an economic plan had been designed by the authorities which 
was rejected by the Central Committee of the Communist 
Party as a consequence of cogent Trotskyist criticism. 

If the Soviet Government, in full knowledge of the problems 
involved, chose to continue the New Economic Policy, this was 
probably <lue to the dangers connected with a radical change. 
'Phe Russian people would probably have been spared many 
of the .sufTcrings of the following years if the Government 
had adopted a different policy as early as 1925 or 1926—but 
even in this case the difficulties would have been very great 
indeed. The Soviet bureaucracy declined to arouse these diffi¬ 
culties instead of letting sleeping dogs lie as long as they chose 
to do so. This attitude, however natural and human it may 
have been, was none the less wrong and dangerous. Only a 
few years later the bureaucracy found itself in a cul de sac and 
had to run its head through the wall in order to extricate itself. 

In a bureaucratic absolutist State all problems and all changes 
come with surprising suddenness. Classes wth conflicting in¬ 
terests arc not permitted to quarrel in the broad light of day; 
thus numerous small difficulties arc avoided at tlic expense of 
a few first-rate crises. It may be easier to govern by dictatorial 
methods than by democratic principles, but it is decidedly 
more dangerous. The leaders of the Soviet power had lost the 
precious gift of foresight. This was the direct consequence of 
the political weakness of the working class whose far-sightedness 
was simply a consequence of its readiness to change the existing 
world; the Soviet bureaucracy, on the other hand, was well 
satisfied with the present, and the future was by no means 
seductive enough to justify the sudden reversal of a proved and 
trusted policy the essence of which was the maintenance of the 
status quo. 

The bureaucracy was afraid to leap into the dark, to face 
the undeniable dangers of a daring industrial policy and the 
grave agrarian problems. This fear was overcome only by the 
emergency caused by the intensification of class warfare during 
the last two years of the N.E.P. period which ended with the 
bread war against the peasants. 
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(2) Stalinism versus Trotskyism 

The struggle of these two tendencies within the bureaucratized 
Communist Parly is an interesting part of Russia's social 
history which can be understood only against the social back¬ 
ground of these years and was itself a factor of considerable 
influence on the future fate of the country. The disappearance 
of the acknowledged parly leader by illness and, later on, by 
death was bound to lead to a struggle for power; within the 
bureaucratic party machine factional struggles were inevitable 
after the disappearance of the figure occupying the point of 
strategic vantage within the whole structure. Lenin, the beau- 
ideal of an unbureaucratic leader and prime minister, had done 
more than anybody else, including even Trotsky, to strengthen 
the bureaucracy. Yet this struggle for his succession had not 
only organizational reasons. 

The first skirmish to precede the general fray was the clever 
campaign to discredit Trotsky as enemy of Lenin and repre¬ 
sentative of the theory of permanent revolution. This interesting 
and important idea was easily overcome by the slogan 'Socialism 
in One Country’ represented by the 'Troika’ (Zinoviev, 
Kameniev, Stalin). Trotsky’s theory certainly suffered from 
serious defects and its abstract form made it easy to arrive at 
erroneous and, indeed, at grotesque conclusions. The injustice 
of these conclusions was, however, demonstrated by the fact 
that the ‘defeatist’ and defeated Trotskyist opposition demanded 
a quicker pace of industrialization and agrarian reorganization. 

Partly as a means for quick industrialization by ‘original 
Socialist accumulation,’ partly as a measure of self-defence for 
the Soviet regime, Trotsky and his friends demanded energetic 
action against the kulaks and against the disintegration of the 
Soviet village. 

These cardinal planks of the Trotskyist platform were clearly 
rejected by the majority of the Communist Party, although 
they were destined to be the basis of the future policy pursued 
by the same party majority. They were indeed essential parts 
of economic reconstruction and Trotsky’s arguments arc to-day 
in the main to be accepted as valid. Other parts of his social 
and economic programme were much weaker. This is par¬ 
ticularly true of the demand for^quick and extensive wage in- 
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creases wliich uas clearly utopian. The financial plans of the 
opposition wore partly vitiated by this weakness, otherwise they 
were probably sound but not energetic enough. While it may 
have been hardly possible at such an early stage of development 
to give an exact forecast of financial problems of this magnitude, 
the party majority may well ha\e been antagonized by the 
undue optimism of these proposals. 

The soundness of Trotsky’s main points of criticism cannot 
be denied by the impartial obscr\cr. Apart from that the 
opposition was much keener on publishing and advertising its 
point of view than the ruling group within the Communist 
l^arty and it was proved by the actual course of events that a 
policy essentially on those lines was necessary in order to main¬ 
tain the Soviet regime itself Why then did the opposition— 
whether Trotskyist or united—siificr one defeat after another 
until it was at last destroyed? Why could not Trotsky, the great 
orator and energetic leader, convince the party of these facts, 
why was he ‘liquidated’ politically by Stalin and his supporters 
without even seriously endangering their position? Apart from 
the general situation, which was extremely advantageous for 
the Government in the struggle against its critics, the state of 
the Communist Party itself was of decisive influence on the 
result of this conflict. 

One of the most interesting factors was the position of 
'J'rotsky and his friends within the party. Among the living, 
nobody had done so much for tlie bureaucratic dictatorship a.s 
'J'rotsky. The use made by him during the Civil War of 
‘bourgeois’ officers, though it may have been inevitable, was 
resented by many Communists, particularly Stalin and Voro¬ 
shilov, and the organizer and administrator Trotsky certainly 
ovcr-c.stimatcd the value of bureaucratic power—at least when 
it was wielded by himself Although he had maintained for 
more than ten years an independent position between the 
factions of the Russian Social Democratic Party, he was later 
on ready to defend every kind of bureaucratic excess on the 
part of the Communist Party, not excluding the shooting of 
revolutionary sailors rebelling for the re-establishment of Soviet 
Democracy. Later on, when he was compelled to fight the 
rigid and shortsighted policy of the bureaucratic caucus, he 
did it hesitatingly and without resolution, indeed with a bad 
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conscience, which was entirely absent at other stages of liis 
career. Detailed criticism of his beha\iour in this crisis—as 
attempted by B. Souvarin in his Stalin —proves that he acted in 
a completely irrational manner and committed blunders which 
in his case cannot be explained by personal shortcomings. 

Trotsky and his friends among the old Bolsheviks suficred 
during this period from the conflict between two loyalties: to 
the bureaucratized Communist Party and to their Socialist 
ideals. The actual conflict between these factors was and is the 
tragic side of the development of Soviet Russia; its personal 
result for the‘old Bolsheviks’ was Trotsky’s death as a practical 
politician and the extermination of the old guard of Bolshevism. 
At the beginning of his struggle against the dangerous ten¬ 
dencies of the official policy pursued by the ruling group, 
Trotsky did not dare to appeal from the bureaucratic party to 
the masses; it was not lack of physical courage in the organizer 
of the Red Army but lack of moral courage to break with the 
bureaucracy to which he himself belonged. Tire same fact e.x- 
plains the miserable alliance with Kameniev and Zinoviev 
which proved nothing but his hopeless inferiority to Stalin in 
the handling of a bureaucratic machine. The belated and tame 
attempts at mass propaganda, on the other hand, were not to 
be taken seriously from a political point of view. They were 
easily suppressed by the Government and a welcome pretext 
for the final destruction of the opposition. 

The Trotskyists and their friends of diverse political shades 
were certainly still animated by revolutionary ideals but the 
Communist Party was no longer a party, a group of people 
voluntarily united by common social and political alms. It was 
a bureaucratic machine in control of all social, economic and 
political organizations and interested above all in the main¬ 
tenance of its power. Its ow'n situation compelled it for the time 
being to develop the productive forces of the country, to sup¬ 
press attempts at capitalist restoration and to fight reactionary 
tendencies amongst the peasants—but its movements were con¬ 
trolled not by its belief that this or that measure was in the 
interests of the workers but only by its desire to maintain its 
own position. 

However well Trotsky’s criticism of official Soviet policy 
was justified by events, his policy was bound to fail because he 
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only understood the change in the character of the Com¬ 
munist Party when it was far too late. No arguments were able 
to influence the ‘majority’ whose attitude was a foregone con¬ 
clusion because it had been selected not for the purpose of 
defining a new policy but only in order to crush the opposition. 

Thus the Communist Party was an inert substance, bound to 
the existing state of affairs by the powerful influence of its own 
inertia and acting only by necessity, under the pressure of diffi¬ 
culties and dangers. V’ct within these limits i^ was still capable 
of tremendous exertions and of great successes. It was wrong to 
regard the transformation of the Communist Party into a ruling 
bureaucracy simply as the natural adaptation of the old organi¬ 
zation to its new tasks, but it was no less wrong to denounce the 
bureaucracy as “thermidorian’ and counter-revolutionary and 
incapable of all progressive efforts. 


(3) The General Line 

The end of the period of rehabilitatioir is a signpost in the 
life and development of the new Russia. Before this moment 
the peasants had been permitted to organize agriculture ac¬ 
cording to their wishes. 'I'hc Government interfered only in the 
distribution of the agrarian produce, at first by requisitioning, 
later by influencing the market. On this agrarian basis industry 
quickly recovered from the chaos of war and revolution. In 
spite of the increase in industrial and agricultural output up to 
and over the limits of the ‘pre-war level’ it was impossible to 
achieve a stable balance between these social powers. The 
revolution whetted the appetite of workers and peasants and 
dried up the flow of capital which had been essential for the 
growth of Russian industry before the war. The reconstruction 
of industry became inevitable, although this process had now 
to be financed completely by the Russian people itself. 

The great instrument for the transformation of Russian life 
and society w’as to be planning. Under the rule of an absolutist 
bureaucracy planning was a very one-sided affair, but never¬ 
theless it was the clearly recognized, though in practice 
seriously delayed, task of the Soviet Government to develop 
the productive forces of the country and to use the enormous 
resources of modern science in the interests of the whole people. 
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But if this task was oecessary and if the Government even pro¬ 
claimed its fulfilment as its dearest aim, was the bureaucratic 
Soviet power capable of this achietemcnt? Even during the 
N.E.P. with its simpler problems the bureaucracy had proved 
shortsighted and inert, not to mention its inveterate selfishness; 
how would these qualities and defects influence the great and 
far-reaching decisions of the next period? As it happened, the 
Soviet power had not to make these decisions, it was compelled 
to their adoption by the constant lashing of a ruthless and ex¬ 
tremely able criticism and by the emergency of the ‘bread 
front.’ Thus the transition from the N.E.P. to the period of 
reconstruction was made and the polity of the General Line 
came into being. 

At the end of the N.E.P. the Soviet power had definitely 
ceased to act under the impulse of aims and ideals. The Govern¬ 
ment tackled its new task only when it was impo.ssibIc to avoid 
it any longer and this delay enormously increased its difficulties. 
The machine which had been running with a minimum of 
friction during the N.E.P. had to meet insuperable difficulties 
before the party leaders resolved to reverse their policy. This 
is certainly a grave indictment against the Communists as a 
party, but after all it must not be overlooked that at last the 
Soviet power really made a move in the right direction and 
acted in a manner which was roughly in accordance with the 
interests of the Russian people and the workers in particular. 
Though the Soviet regime was bureaucratic it was by no means 
counter-revolutionary, as the Trotskyists asserted. 

Two years after the end of the N.E.P., Stalin embarked on a 
belated justification of the official agrarian policy during this 
critical period: 

‘What would have happened if we had followed the oppor¬ 
tunists of the right of the Bukharin group, if we had renounced 
the offensive, if we had falsified the rhythm of industrial 
development, if we had slowed dowm the development of 
state and collective farms, and if wc had relied on the private 
peasant organizations? We would have certainly struck our 
industry a deadly blow, we would have strangled the work of 
Socialist reconstruction, we would have remained without 
grain, and in the end wc would have ceded our place to the 
domination of the kulaks' (31) 
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The colours arc \cry glaring but on principle these assertions 
arc probably true. \Vith his peculiar predilection for formal 
symmetry he continued: 

‘WTiat would have happened, if we had followed the oppor¬ 
tunists of the left of the Trotsky-Zinoviev group and if we had 
started the olTcnsivc in 1926-27, when there was no f>ossibility 
whatever to replace the production of the kulaks by that of 
the State and collective farms? 

Our ofiensive would have failed, and we would have proved 
our impotence, we would have thrown the middle peasant into 
the arms of the kulak\ wc would have sabotaged our Socialist 
construction, and wc would have rentained without bread.’ {32) 

These assertions arc in open conflict with the facts. In 1930, 
when a higlily successful collecting campaign followed an ex¬ 
cellent harvest, the individual peasants furnished 11-9 million 
tons of grain out of a total collection of 13 • 8 million tons. (33) 
According to the figures given by Stalin himself some years 
later, the position was not very much different; in 1929-30 
individual peasants delivered 780 million pood (about 12*8 
million tons), and public farms 120 million pood (about 
tons). {34) During i929> the year after the offensive 
started in earnest, individual peasants had a sown area of 
91*1 million hectares as compared to 4 9 million sown by 
public farms. (35) 

Although Stalin was very' far indeed from the truth with his 
endeavour to justify the winter of 1928 as the right moment for 
starting the offensive against the peasants, his words contain a 
complete clue to the meaning of the celebrated ‘General Line.* 
His just condemnation of the ‘Right’ secures his policy in one 
direction, his criticism of Trotsky, though in contradiction to 
the fac^, is not groundless, Trotsky may have been right, but 
.the policy proposed by him could never have been executed by 
the bureaucratic Soviet State. In the absence of visible enemies 
and tangible dangers a bureaucracy cannot make a gigantic 
leap into the dark. Such a policy would not simply have 
destroyed the ‘Stalin clique’—which Trotsky regarded as the 
root of the evil—but the bureaucratic system as a whole. His 
weakness was just his inability to see the transformation of the 
Soviet regime and his endeavour to get the Soviet bureaucracy to 
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jump over its own shadow. Stalin’s justification of his policy is 
very lame from the point of view' of Socialism and working-class 
interests j yet it is valid from the standpoint of the bureaucracy. 
The idealized Soviet pow’cr existed only in the imagination 
of a tiny elite of Communists, the solid majority of the C.P. 
regarded itself as the embodiment of the revolution and its 
achievements. By maintaining itself, the bureaucracy jjretcndcd 
to maintain the revolution; its personal enemies were the 
enemies of the Soviet system, its power the power of the work¬ 
ing class. And their claims were just sufficiently justified to 
make their bona Jide assertion possible. 

This is the real meaning of the General Line and the 
various ‘Deviations’ from it. The dangerous tension at the end 
of the N.E.P. made far-reaching political changes inevitable. 
The balance between the interests of the bureaucracy, those of 
the workers and those of the peasants could be maintained only 
by a mixture of ruthlcssness and concessions, of long-term aims 
and brazen opportunism j such a jjoHcy required all the 
practical instincts and the energies of the Soviet rulers. In this 
passage between Scylla and Chaiy’bdis one excessive movement 
in the wrong direction could destroy the balance once for all. 
After the fall of Trotsky this could come about only by a 
movement to the ‘Right’ and, for the bureaucracy not less than 
for the Russian Revolution, since the creatidh of the Bread 
Front the watchword was: the enemy stands to the Right! 
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CHAPTER SIXTEEN 


THE BACKGROUND OF THE PIATILETKA 

(l) Overcoming the N.E.P. dilemma 

Obeying the law of inertia, the Soviet power had been drifting 
into a hopeless situation—but it was hopeless only within the 
framework of the N.E.P. 

The experiences of State industry, whose leaders viewed with 
alarm the approaching exhaustion of industrial resources, were 
reflected in the work of the State Planning Commission (Gos- 
plan). This work passed through different stages before it 
became the world-famous Piatiletka (Five Year Plan). The 
first serious ‘perspective plan’ of 1926 was on principle a pro¬ 
jection of N.E.P. tendencies over the next five years. Thus it 
assumed a gradual slackening of industrial expansion which was 
unavoidable under N.E.P. conditions but incompatible with the 
interests of Russian economy and therefore only proved the 
impossibility of maintaining the N.E.P. for any length of lime. 

Within the N.E.P. neither the goods famine nor the back¬ 
wardness of industry could be overcome. The plan, furiously 
attacked by the Left, did not satisfy the wishes of the Govern¬ 
ment and its draft was rejected; Gosplan was ordered to work 
out a plan for the fundamental reconstruction of the economic 
system. The result of this work was the first Piatiletka. After the 
attainment of the pre-war level in industry the free play of 
economic forces did no longer guarantee the growth of the 
productive forces and was even dangerous to the Soviet system 
itself. The psychological basis of the Piatiletka was the spon¬ 
taneity of the creative will transforming facts and tendencies in 
the service of great aims in spite of their resistance, whereas the 
first perspective plan had been trying to rely on the automatism 
of facts; for this reason its fame is built on firm ground. 

Tim does not, of course, mean that the First Five Year Plan 
was just a case of wishful thinking. It was based on exhaustive 
knowledge of all statistical d^ta and, in spite of serious defects. 
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it was a scientific and practical achic\'cmcnt of threat im¬ 
portance. 

Nevertheless it was no reliable indication of the real course of 
events. This may have been partly due to secondary mistakes, 
but it was first and foremost a consequence of one omission of 
first-class magnitude: it completely overlooked the titanic 
struggle bct\vccn the So\ ict power and (he peasants which was 
in full preparation when the Plan was being worked out. 
Though the impression of acute economic difficulties and the 
constant criticism of the opposition was strong enough to con¬ 
vince the Government of the necessity of a new departure in 
industrialization, the Soviet power was still ver)' optimistic in 
regard to the agrarian question. For this reason the problems 
of agrarian reorganization, which were to be the centre of 
social conflict during the period of reconstruction, were treated 
by the Plan in an inadequate fashion. Industrialization was 
analysed with great care but the treatment of agriculture was 
distinguished by a surprising and, in the light of experience, 
ridiculous optimism. Agriculture was viewed from the ver^' 
limited angle of the requirements of industr)* which were to be 
met by a considerable increase in the output of alt branches of 
farming. At the same time the authors of the Plan were ap¬ 
parently unaware that the immediate future was to witness the 
biggest ofiensive against an existing agrarian organization 
known to history. 

In the brains of the Communists the programme of col¬ 
lectivization w’as directly connected with the demand for a 
larger agricultural output—and in the long run this was prob¬ 
ably justified. For the time being, however, the decisive prob¬ 
lem was not the preparation of future higher yields but the 
collection of the largest possible quantity of agrarian produce, 
were it even at the price of abolishing the N.E.P. 

The position during the winter of 1928 was in some respects 
similar to that of the winter of 1920, but the relations of power 
were diflerent. The Government was infinitely superior to the 
peasants not only in military strength, but it had also built up 
an economic organization which, though defective in other 
respects, was an efficient instrument of the State power. In spite 
of its bureaucratic ossification the Government was still able to 
exploit class conflicts for its own purposes. Finally the Soviet 
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power developed forms for the rcori^anization of tljc countryside 
according to Communist principles, and nobody could reproach 
the Communists with sentimental weakness in the realization 
of their aims—especially when the maintenance of their rule 
depended on energetic action. 


(2) The Jirsl stage of mdiistiialization 

It must remain an open (jucsiion whether, under the general 
conditions of Soviet life at the end of the N.E.P., the I'ive Year 
Plan could be more than a clear and consistent exposition of 
the most important social and economic aims of the Soviet 
power; yet it claimed to be much more than that. It gave 
‘directives’ for all branches of economic life and most of the 
cultural activities of the State and the population and prescribed 
exact figures. This abundance in detail rendered the fulfilment 
of the plan as a whole highly improbable, whate\ cr the social 
conditions of the period comprised by it. The First Five ^'ear 
Plan, as a description of social and economic processes as a 
whole, and particularly those parts of it dealing with agri¬ 
cultural production, commodity exchange and living conditions 
of the people, indeed even its population statistics, was com¬ 
pletely falsified by the second agrarian revolution of 1929-32. 

The Five Year Plan was the intellectual expression of the 
aims and interests of one factor in a gigantic social struggle; it 
cannot therefore be taken at its face value; only critical analysis 
can show its essence which need not be the same as its appear¬ 
ance. What were the minimum demands of an economic and 
social nature on which the Soviet power had to insist at the 
beginning of the period of reconstruction? The answer to this 
question will furnish the key to the understanding of the Plan 
and will make it possible to distinguish between Its fundamental 
parts and the ornamental (or propagandist) superstructure. If 
the neglect of the agrarian problem by the Government is, for 
the time being, accepted as a fact, the most important task of 
the Soviet power was the construction of an efficient heavy in¬ 
dustry and, particularly, of modern machine construction, and 
it is this task which forms the basis of the First Five Year Plan. 
The political and social declaration of independence of the 
Russian people in October 1917 had to be supplemented by 
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an economic declaration of independence from the outside 
world. 

The importance of machine construction was further em¬ 
phasized by internal and international factors of great influence. 
Machine construction alone could prepare a solution of the 
grave agrarian problems. In the long run it was the best method 
of liquidating the famine of consumption goods because it would 
create a new and stronger light industry. The Socialist sectqr in 
agriculture should prove the superiority of large-scale farming 
over the backward technique of the Russian village; it could 
do so only witli the help of large quantities of agricultural 
machinery'. 

During the preparation of the First Five Year Plan the Com¬ 
munists, and therefore the whole Soviet public, were fully con¬ 
vinced of the imminence of a new’ wave of military intervention 
by the Entente Powers, more particularly by France. Whatever 
may be thought about the reasons for this fear, the fact is un¬ 
deniable. The technical and therefore the military weakness of 
the Soviet Union was a very painful fact for the theory of 
‘Socialism in One Country.’ The iron age of capitalism and 
still more of the transition to Socialism requires enormous 
quantities of iron and steel. A large-scale modem army needs 
a higher output of iron and steel for its equipment and main¬ 
tenance than the gross production of these commodities in the 
Soviet Union of 1928. The construction of a powerful arma¬ 
ments industry was the undisguised and, in certain limits, com¬ 
pletely justified ‘internationar aim of the First Five Year Plan. 
The condition of this development was the reconstruction of the 
iron and steel industry on a very large scale and the transfer 
of industrial undertakings according to strategic principles, even 
in spite of economic disadvantages. Iron and steel was one of 
the few industrial branches which had not yet recovered their 
pre-war output at the end of the N.E.P. and was in need of 
enormous capital expenditure; apart from that the opening up 
of the substantial ore reserves in the wilderness of the Urals 
encountered great technical difficulties. 

These problems were certainly formidable but their existence 
was a further incentive for the Soviet power to develop heavy 
industry and, particularly, machine construction as the key 
industries for the reconstruction of Soviet economy as a whole. 
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They were to furnish the mechanical energy and the technical 
equipment for a new Socialist industr>- capable of independent 
further growth; the tractors and combines for the reconstruction 
of agriculture; and, last but not least, the arms needed to pre¬ 
vent a repetition of the events of 1918-20 and to protect the 
Soviet Union from the irruption of capitalist contradictions in 
their most barbaric and dangerous form into the land of 
Socialism. 


{3) The expenses of industrial reconstruction 

This aim could not be realized without enormous expenditure. 
Who was to pay for the expenses of industrial reconstruction? 
There was no accumulated surplus in existence and the Plan 
had to pay its way step by step. Where did it find the means for 
this purpose? 

During the later years of the N.E.P. the balance of the ex¬ 
change between town and country was very unstable and 
threatening to collapse. It may be helpful, however, to ignore 
this danger for the time being and to assume that there w-as a 
stable economic balance between the various social factors at 
the end of the N.E.P. period. The natural basis of the social and 
economic pyramid were the 25 million peasant households 
working mainly for their own consumption. The bulk of their 
output, some 75 or 80 per cent, did not enter into the exchange 
of commodities and into the national division of labour. The 
remainder left the village and was to all intents and purposes 
the organic basis of industrial economy. The organization of 
this process was at the end of the N.E.P. largely in the hands 
of the State economic system, although private traders still 
played a considerable part in supplying the peasants with 
industrial commodities. Saving was not popular in the village, 
but it was enforced to the tunc of at least 250 million roubles 
a year by the so-called ‘deficit’ of industrial goods. The State 
collected by taxation large amounts of agricultural goods with¬ 
out paying for them in kind; these were used for maintaining 
and growing bureaucracy, for'improving the living con¬ 
ditions of the workers, or for capital expenditure in industry. 

In this manner the Government appropriated the surplus of 
agricultural market produce over and above the value of in- 
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duslrial goods given to the peasants in exchange. As far as the 
rest is concerned, Government action was no less efiectivc. It • 
is clear that all branches of industry could continue to produce 
on the same level only if they were permitted to replace raw 
materials and labour used up in the production of their goods— 
and the Government, wliich wanted to increase production and 
not to reduce its level, had to give this permission. There re¬ 
mained, howeter, a considerable part of the proceeds of in¬ 
dustrial sales which could be spent in a diftcrent manner, 
corresponding to the categor)- of‘gross profits’ in capitalist in¬ 
dustry. Its main elements were net profits and depreciation 
rcscr\'cs for the replacement of fixed capital. Industrial pro¬ 
duction could be maintained for the time being even if the 
amounts reserved for replacing worn-out-machinery' and dila¬ 
pidated buildings were not immediately used for these pur¬ 
poses, although this was bound to become an important factor 
in the long run. The profits of industry could be used cither 
for expanding the scale of industrial production or for other 
purposes. 

The Government tried to collect the gross profits, which were 
largely made by light industry selling to the peasants and the 
urban population, and to spend them on heavy industry which 
was hardly making any profits at all. This policy may have 
been justified, and there is good reason to believe that this was 
actually the case. Nevertheless this policy, which was a com¬ 
pletely legitimate one within the framework of the N.E.P., 
was bound to destroy the N.E.P. itself. Light industry could not 
indefinitely increase its output without large capital con¬ 
struction; but there was no money left for this purpose because 
every available rouble was used for reconstructing heavy in¬ 
dustry. The Government could choose between different evils— 
cither the reduction of capital expenditure in heavy industry 
when its increase was particularly necessary for international, 
political and social reasons, or the compulsion of the peasants 
by administrative means in order to gel increasing quantities 
of agricultural produce without industrial equivalent, or the 
reduction of real wages for the workers, although their loyalty 
was obviously of particular importance at a time of great and 
growing difficulties. This was the result of an honest and appar¬ 
ently successful application of the N.E.P. and was reached in or 
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before 1927—and the Government was then confronted by the 
awkward choice between grave evils at a time of supposed 
danger of war. 

The choice embodied in the First Five ^'car Plan was funda¬ 
mentally correct. The first thing to do was to reconstruct heavy 
industry, and according to the Plan, which in this field can prob¬ 
ably be accepted without many reservations, this could be done 
only by trebling the output of Group A (production goods) in- 
dustri«. The capital expenditure required for this purpose was 
prodigious; of a total of 13,500 million roubles to be spent on 
large-scale industry during 1928-33, Group A was to receive 
9,800 million plus 610 million for scientific research, (i) To 
this total the cost of electrification, valued at 3,100 million 
roubles, should be added. (2) The share of group A industries 
in the basic capital of industry was to rise from 55*7 per cent 
to 68-2 per cent. (3) 

Who was to pay the piper? The formal answer given to this 
question by the Plan is comparatively simple: 


Sources of Fin/Vscinc 


(INCLUDING SlIORT-lERM C'REUn^) 


Union budget .. 7,670 million roubles = 36 2 per cent. 

Short-tenn credits 1,300 million roubles = G -1 per cent. 

Own resources .. 9,850 million roubles = 46-5 per cent. 

Other resources .. 2,360 million roubles = 11 2 per cent. (4) 


Industrial profits were not even sufficient to cover the capital 
outlay in Group A alone, and the rest was to be paid in one 
form or another by the Slate. If it is assumed for the moment 
that the gross income of workers and peasants was to remain 
stationary, their net income would have had to be reduced by 
heavier taxation, But industry was not the only economic factor 
clamouring for more capital. The Five Year Plan provided for 
vast expenditure on agriculture, transport, electrification and 

ousing as well. The total of capital expenditure for economic 
purposes through the budget was to reach the astronomic figure 
of 17,000 million roubles, (4) and the share of the bugdet in 
the national income was to rise from 24 per cent to 32 per cent 

'n 1932-33- (5) 

The reconstruction of heavy industry on such a gigantic scale 
was bound to lead to great difficulties. Particularly the peasants 
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would be hit by new burdens. I’hinking in terms of commo¬ 
dities instead of roubles, agricultural exports were almost to be 
trebled in the course of five years. Imports, on the other hand, 
would mainly consist of machincr>' and raw materials for 
Group A industries, like rubber, non-ferrous metals, etc. The 
planned increase in the imports of agricultural machinery would 
not benefit the individual peasant but the collective and State 
farms. The gap between the demand for agricultural produce 
by the State and the supply of industrial goods for the peasants 
was bound to grow, the ‘deficit' and the goods famine were 
bound to become worse and worse. 

The change in the structure of national economy was to be 
accompanied by a quick growth of the towns. Additional indus¬ 
trial workers would exert an additional strain on the exchange 
between towns and villages by demanding more food. The 
peasants would have to furnish it, although they could not 
hope for more industrial necessities. Other things remaining equals 
the peasants would have to pay a hca\7 price for industrial 
reconstruction. Yet this price would not be paid only by them. 
The deterioration in the state of the market would be expressed 
by smaller free supplies of foodstuffs and higher prices in the 
towns which were bound to lower the standard of living of the 
workers. Not only the barns of the peasants but also the cup¬ 
boards of the workers would have to be emptied in order to pay 
for increased imports of machinery, and the increased number 
of workers would be fed partly by reducing the quantity of 
foodstuffs available per head of the urban population. Nothing 
could be said about the share which the workers would have 
to take upon themselves, but it was clear from the very begin¬ 
ning that they could not hope to get away scot-free. It was 
clearly impossible to reconstruct heavy industry except at the 
price of great sacrifices of the whole people. Yet the concentra¬ 
tion of effort on heavy industry was essential; was it, then, 
possible to avoid paying the price? 

(4) Painless accumulation 

A Plan proclaiming the necessity of a severe reduction in the 
standard of living of workers and peasants would have been very 
unpopular. The alternative chosen by Gosplan as the respon- 
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siblc organ of the Go\crnnieni had maii\- acKantages in com¬ 
parison to such a course and solved all problems without asking 
anybody for sacrifices except the X.E.P. man and the kuhk. 
But was it possible? 

The problem of reconstructing heavy industry has been con¬ 
sidered under the assumption of other things remaining equal. 
But the Five Year Plan rejected the theor>- of cocleris paribui ; it 
did not aim at the reconstruction of heavy industry alone but 
claimed to be a programme for the de\elopmcnt of Russian 
national economy as a whole. The reconstruction of Group 
industry was only a very important part, of a larger whole 
which sufTered only from one drawback—it was impossible of 
realization. 

I’hc food basis of the growing towns had to be extended and 
large quantities of agricultural produce had to be exported in 
exchange for machinery', etc.; ergo a substantial increase in 
agricultural output was decreed. The sown area was to increase 
from 115*6 to 142 million hectares, notwithstanding the fact 
that the pre-war level in this sphere had already been surpassed 
at the end of the N.E.P. (6) It was expected to increase the 
yield per acre in the case of grain by one-fourth, cotton by one- 
third, flax by one-half. 'Fhe planned grain harvest in 1932-33 
was to amount to not less than 100 million tons (with an ex¬ 
portable surplus of 8 million tons) and the various technical 
crops were expected to rise by 100 to 200 per cent. {7) 

The serious market problems were to be solved by the pro- . 
gress of the socialized sector in agriculture. In the course of 
these five years 20 per cent of the peasant households were to 
be collected into collective farms, although the Plan emphati¬ 
cally stated that this was the maximum effort which could be 
safely made in so short a space of time. Thi.s change would 
greatly increase the market supplies of grain, partly for the 
reason that the Plan hoped to increase grain yields in public 
farming to about double the average level. 

The most devastating criticism of this programme is the 
history of Russian farming during the years of the First Plan. 
For the time being it is enough to point out its obvious weak¬ 
nesses : {a) In view of the absence df unused cultivated land the 
increase in the sown area was improbably large, (b) The yield 
estimates are excessively optimistic, (c) The expectation of 

N 
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enormously increasing market supj)lics was uitwarrantcd by the 
facts, although it may have been ncccssar>' for the agreeing of 
other parts of the plan. The agrarian plan as a whole was a 
dear case of wishful thinking without consideration of the hard 
facts, although in accordance with tlic orders of the bureaucratic 
superiors of (iosplan. Above all, it showed no trace of the 
gigantic struggle between the peasanl-s and the Soviet power 
w Inch was already at that lime overshadowing all other events. 

Success or failure of the agrarian plan was, however, of llic 
utmost importance for tlic fate of the Plan as a whole. The 
j)laiined iiicrea.se in the output of light industry depended com¬ 
pletely on the planned delivery of agricultural raw materials; 
both these factors together were decisive for the standard of 
li\ing ol the workers. Its failure could, finally, react on the 
c.xport plan and in this way retard even the reconstruction of 
hca\’y industry which depended on large-scale imports of 
machinery, experts, etc. 

I he plan of painless accumulation w.as thus based on an in¬ 
crease in agrarian production far above the limits of the 
probable and this daring Utojua necessitated other flights of 
economic imagination. The Plan accepted tlic market as instru¬ 
ment for the distribution of goods; tlic peasants would in- 
crca.se their market jiroduction only in exchange for more 
industrial goods, ergo a generous development of light industry 
was decreed by Gosplan. In spite of a generally inconsiderable 
capital outlay in Group B (consumption goods) industries, the 
outtvorn plants of this group were to increase their production 
by Bo to 150 |)cr cent. On the other hand, imports of raw 
materials for Group B industries were reduced to a bare mini¬ 
mum in order to make more room for machinery. Thus 
agrarian production was to depend on larger supplies of in¬ 
dustrial consumption goods which could be produced, if at all, 
only by larger supplies of agricultural market produce. . . . 

However, even these untenable suppositions were not enough 
to produce the merely formal balance between contradictory 
claims sought by Gosplan. The programme could be fulfilled 
only by radically reducing the consumption of raw materials 
per unit of finished goods; the reduction w'as to be not less than 
18 per cent in the case of agricultural raw materials, and as 
much as 28 per cent in the case of industrial raw materials. (8) 
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'I'hc productivity of labour was to increase by 97 per cent in 
textile industry, by 96 per cent in the leather and boots in¬ 
dustry, by 120 per cent in the chemical industiA'. etc. . . . ipl 

Here wc meet the dcus ex machitia of Gosplan, the nostrum 
against all economic diseases, la\ishly used and abu.sed by 
Gosplan to soKc the most intractable problems: the increase in 
the productis’ity of laimur. 'I his idea was tiot quite so absurd 
as may be thought after a merely economic anal\>is. but its 
application by Gosplan was based on a procedure which is 
worse than useless in historical and economic questions—the 
abuse of analogies: the scissors crisis which was overcome by 
the rapid increase in the productivity of labour happened at 
a time when there was no need at all for large-scale capital 
expenditure because national economy, industr>’ as well as 
agriculture, disposed of enormous imutilizcd reserves. 

Thus the economic experts of the So\ict Union planned a 
rise in the productix iiy of labour of not less than 110 per cent 
for industry as wiiole; (10) the whole ‘sacrifice’ to be made by 
the workers was a rise in real wages of'onl\' 77 per ceni.lii) 
The Plan was so sure of its prec isions that it contained detailed 
estimates of working-class consumption for 1933; it need not 
be stressed that these figures had nothing whatever in common 
with the actual cotirse of events. 

All these parts of the Piatilctka—the plans for agriculture, 
light industry, productivity of labour and living conditions— 
were neither scientific calculations nor practical estimates. It 
wa.s very ambitious to assume the possibility of raising grain 
harvests by one-third and of doubling or trebling the harvests 
of industrial crops; but it was impermissible to ‘plan’ for such 
a result at a time when social upheaval in the village was merely 
a matter of months. After the exhaustion of the |>ro-war re¬ 
serves of national economy an acceleration oi ‘qualitative’ pro¬ 
gress (increase in the productivity of labour, reduction of waste, 
of energy and raw materia! consumption) was clearly out of 
the question. All these parts of the Plan may have been im¬ 
portant political or psychological symptoms, but they may be 
simply disregarded as a forecast of economic developments. 

On the other hand, it is unnCtessary to examine the pro¬ 
visions of the Plan for the reconstruction of Group A industries. 
The fundamental reconstruction of hea\'y industry was certainly 
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the main task of these years and it was prepared by Gosplan 
in a consistent and constructive manner. Only the relations 
between the Plan as a whole and the 'minimum plan’ for 
CJroup A industries must be (onsidered in detail. 

At the end of the N.E.P. Russian agriculture had no very 
close connection with heavy industry’. In the Fi\c ^'car Plan, 
the production of tractors and other agricultural machiner)' 
had a \ cry itnportant place but the tractor was not to be bought 
on llic market and mechanization was planned not as a tech¬ 
nical improx ement of the existing agrarian organization but as 
a social jjower for its complete transformation. 

1 he peasants, stubbornly concentrating on their immediate 
financial gain, were not at all interested in the fate of heavy 
indu.str)'. ^’ct Group A induslr)’ wanted the products of agri¬ 
culture in order to feed its growing army of workers and to buy 
machinery, metals, and the serx’ices of technicians abroad. The 
failure of the agricultural plan threatened the growth of heavy 
industry- by reducing the working capacity of its underfed 
workers and, particularly, by aflccting tlie available quantities 
of agricultural export produce. But the export plans had to be 
fulfilled to a certain extent because imports were normally 
made against short-term credits. 

Heavy industry was to treble its output not only as a result' 
of producing with more machinery and more workers, but also 
to a very large extent owing to the rising productivity of labour. 

I he tacit condition of this plan was, of course, a'stcady im¬ 
provement in the living conditions of the workers. It is true 
that the productivity of labour was on principle to rise owing 
to the use of more cITicient machiner)' and not by more intense 
drudgery; nevertheless it was important to use every available 
moment for productive work, to maintain strictest discipline 
and to make the most economical use of raw materials and tools. 
1 he lack of substantial food, warm clothes and proper dwelling 
space was bound to weaken the workers and to reduce their 
efforts at the benches. 

An examination of the Five Year Plan as a whole must give 
very unfavourable results. But it was not a connected whole 
but an amalgamation of different elements. The fundamental 
conception of industrialization by developing heavy industry 
was correct and had to be realized at almost any price if the 



THE BAG KG KOI-ND OF THE PIATII.KIKA 


197 

Soviet regime was to weather tlic impending storm. The miracle 
of doing this, and many even more complicated things, without 
great material hardship to anybody but the ktilok and the 
N.E.P. man was a gigantic propaganda trick which deserv cdlv 
failed. 

The e\ents accompanying the 'fulfilment’ of (lie Plan were 
tragic enough to discredit the very idea of planned economy 
in the eyes of superficial observers. This was a consequence of 
the fact that Soviet Russia was ruled by a bureaucratic dictator¬ 
ship which could not afford to tell the people the whole truth 
if, indeed, it understood the truth itself. 1 he Plan did not ask 
for material sacrifices but only fora ‘great offensive’—the greater 
was the abyss between plan and reality. It ‘overlooked’ the 
impending struggle between the Government and the pea.sants 
—and the whole country- was caught unawares by the collecti¬ 
vization crisis. Its optimism in the question of raising the pro¬ 
ductivity of labour was hardly short of criminal—the desperate 
efforts of the Soviet power to solve it without a plan were to 
become the starting-point for a fateful re-orientation of its 
social policy, the consetjucnccs of which can only now be fully 
understood. 

All these serious blunders were not, hosvever, committi-d by 
the authors of the Plan alone and on their own responsibility. 
The preparatory work of Gosplan was, according to the unani¬ 
mous view of all expert critics, of extraordinary' value and 
partly of a really original character. Gosplan was the bureau¬ 
cratic organ of a bureaucratic Government, but its supreme 
knowledge of Russian economy sometimes asserted itself even 
against orders from above. The most important case of this 
kind was the drafting of two ‘variants’ of the Plan. Actually the 
Plan was designed to cover a jicriod of six years but the authon 
believed that it could be realized in five years if the following 
conditions would be fulfilled : (1) no crop failures; (2) granting 
of large foreign loans; (3) good realization of the ‘qualitative’ 
indices; (4) low defence expenditure. 

It was not the fault of Gosplan if, after this lucid and de¬ 
cisive explanation of the points at issue, the 16th Conference 
of the C.P.S.U. in the spring of 1929 resolved to adopt the 
optimal variant of the plan. The exclusion of crop failures by 
Conference resolution would be a simple device and it was so 
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panicularly in this case because the periodical recurrence of 
crop failures in the course offixe or six years was precisely one 
of liic reasons for clioosing this period as a basis for planning. 
It is only fair to add that the authors of the Plan whose warn¬ 
ings were tlius disregarded were shortly afterwards stigmatized 
as bourgeois and traitors. 

The bureaucratic machine, once set into motion, soon began 
its senseless ‘racing.' Partly under the impression of the initial 
successes of 1929-30, partly urged by the needs of the agrarian 
front, the most important figures of the Plan were revised; in 
heax y industry many (asks xvcrc doubled and one xvas exen in¬ 
creased by as much as 400 per cent. These cliangcs were incom¬ 
patible with the very idea of planned economy and after having 
dangerously disturbed the xvork of industry they xvere dropped 
xvithout much ado. 



CHAPTER SEVENTEEN 


THE REORGANIZATION OF AGRICULTURE 
(i) The Destruction of the Kulak 

At the end of the N.E.P. the attempt to balance (he interests of 
the peasants and those of the towns through (he market had 
failed. A violent conHict between the Government and the 
peasants was ine\’itablc and soon the storm broke. 

In this conflict the increase of agricultural prodyction and the 
problem of the productivity of agrarian labour were primarily 
of no importance whatever. As long as (he N.E.P. existed it 
was much more diflTieult for the Soviet power to pay with 
manufactured articles for larger deliveries of agricultural goods 
than it was for the peasants to increase their market production. 
The N.E.P. prevented the State from getting what it wanted 
and the N.E.P. was destroyed; but the abolition of the market 
by the use of force did not lead very far—a new mechanism for 
the exchange between towns and country had to be created. 
The creation of this mechanism was the first and foremost aim 
of Soviet agrarian policy during the period of agrarian re¬ 
organization. The increase in agricultural output was certainly 
desirable and in the long run of vital importance, but it was 
essentially a long-term aim; agrarian reorganization with the 
purpose of achieving and maintaining control of the agricul¬ 
tural surplus production, on the other hand, was the most 
urgent question of social and economic policy. Not (he lagging 
behind of agricultural production in comparison with industry' 
was the root cause of the evil but the increasing power of the 
kulaks over the village and the incompatibility of their interests 
with (he needs of the Soviet regime. 

In their struggle with the kulaks^ the Government gave much 
attention to the internal state of the village where the conse¬ 
quences of the N.E.P. made aunited stand of the whole peasantry 
against the State very difficult. The poor peasants were little 
interested in the slate of the market. Ten years after (he 
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revolution tlicy were an element of considerable numerical 
strength which^ had only to gain by a reorganization of the 
village on a new social basis, although not all of them were 
aware of this fact. 

'I'he Soviet power was now much better prepared than eight - 
years ago to break the power of its opponents; this was shown 
by the first test of strength, the grain collections of 1929, which 
were again distinguished by kuhk resistance against the unsatis¬ 
factory market conditions. The Government dropped every 
pretence of the N.E.P. and ordered administrative compulsion 
against tlic recalcitrant peasants. Its measures included pro¬ 
hibition of private trade in grain before the delivery of the 
prescribed quota, sale of industrial goods only against certifi¬ 
cates of grain delivery and, finally, naked violence. The success 
was complete and the plan was fulfilled with 102 per cent. {12) 
Grain collections rose from 8 million tons in 1928 {13) to 9*4 
million tons in 1929 (14). The Government scored an important 
initial success which was regarded as an excellent starting-point 
for a general campaign to ‘liquidate the kulaks as a class’ 
(Stalin). The recurrence of the annual struggle for the harvest 
was to be prevented by a complete transformation of the 
agrarian system. 

I he method adopted for this purpose was the rapid intro¬ 
duction of collcctis’e farms. This collectivization movement was 
radically different from the process envisaged by the Plan. It 
was not an economic experiment but a war measure for the 
destruction of the kulaks and the mobilization of grain.'The 
Government supported the poor peasants and used the internal 
conflict within the \ illagc to break the kulaks once for all. After 
the serious mistakes of the N.E.P., these measures were probably 
necessary and, in spite of many acts of superfluous cruelty, they 
w'crc infinitely superior to the methods adopted by the peasants 
themselves in their struggle against the landlords. Although 
determined by tlie needs of the Soviet power and not by the 
interests of the peasants, this policy created the conditions for 
a technical and economic reorganization of agriculture on the 
basis of a more rational agrarian system. 

For the kulaks nothing remained but a stubborn fight to the 
end. From the beginning of the Five Year Plan, the number 
of collective farms grew continuously. The number of col- 
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lectivizcd households increased during the first year of (he Plan 
(1928-29) from 595,000 households to 2,131,000 (15), but even 
then it was less than ten per cent of the whole. But during the 
winter 1929-30 the tempo of collectivization was intensified 
and its method radicalized by sending 25,000 picked Com¬ 
munists into the villages. I'hc kulaks were e.xpropriated without 
much ado and, after a short time of disided counsels, pri\atc 
gains were excluded by permitting kulak expropriation only in 
the interests of collective farms. Kulaks were forbidden to join 
the latter and expelled wherever they had been admitted before; 
the practice of administrative banishment began. 

During all the fluctuations of agrarian policy the liquidation 
of the kulaks as a class was ruthlessly pursued. The Soviet power 
was notoriously unscrupulous in its definition of a kulak which 
changed according to circumstances. At first peasants qualified 
for this negative distinction by their reluctance to give some¬ 
thing for- nothing, later on by their attitude towards col¬ 
lectivization. 

The liquidation of the kulaks ought to have been achieved, 
according to the intentions of the Government, by simple ad¬ 
ministrative action. But the resistance of the kulaks had been 
grossly underestimated; their first confused surprise had been 
mistaken for calm resignation. But this stage did not last vcr>' 
long. In many cases the kulaks and their supporters instigated 
and perpetrated small-scale risings, killed Communist officials, 
etc. Of greater importance was the economic resistance of die 
kulaks. 

Since (he war alarums of 1927 the kulaks, as every peasant 
who could afford it, tried to prepare for the expected lean years 
by amassing and concealing large grain reseiAcs which were 
generally discovered and confiscated after the breakdown of 
the N.E.P. These initial measures made the more prosperous 
peasants afraid of wholesale confiscation of their property and, 
as during War Communism, they slaughtered their most valu- 
able possession—their cattle. Owing to the miserable poverty 
of the Russian peasants the possession of a few head of cattle 
was a distinctive sign of prosperity, and a small number of real 
or alleged kulaks owned a large part of the whole livestock. 
The consequences of the destruction of livestock by the kulaks 
were, however, further intensified by the bureaucratic madness 
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of the (ommunists whose ruthless collectivization policy induced 
many middle peasants to follow the same course. 


Livestock in Million Head 




19^ 

797^ 

f 9 i 3 

Horses 



1C| • (i 

1613 

Cattle 

5 « 9 


40 7 

38 (> 

Goals, sheep . - 

115-i 

I 47 'i 

32-1 

50 • 6 

Pitfs 

.. 20*3 

20 9 

11 '6 

12 2 (16) 


The fall in the number of horscf? directly reacted on soil 
cultiwatioii. I he fall in the number of large horned cattle, sheep 
and j>igs caused a catastrophic reduction in the food supply of 
(he (owns as far as meat, milk and milk products were con¬ 
cerned, and ctuiangcrcd the raw material basis of the wool, 
leather and food industries. 

The fall in the supply of animal foodstuffs directly reduced 
the standard of living of the urban workers in what may be 
called, for Russian conditions, semi-luxuries; (he decline in the 
number of horses was not only a stunning blow to the pro¬ 
gramme of agricultural production, it was an indirect threat 
to the supply of bread for the masses of the people. Many critics 
derided an agrarian policy which supplied with unspeakable 
sacrifices agriculture with one million horse-power in the form 
of one hundred thousand tractors while causing at the same 
time an annual loss of fully four million living horses. This 
criticism is completely valid if directed against the official claims 
of the Communists which were indeed absurd; nevertheless it 
docs not even touch the fringe of tlic real problem at issue. The 
hecatombs of animals slaughtered to the merciless god of col¬ 
lectivization were, of course, no part of the agrarian plan but, 
on the contrary, a grave obstacle to its realization. The power 
of the kulaks had to be broken if the Soviet r< 5 gime was to sur¬ 
vive ; for this reason the Government was entirely justified in 
pushing ahead with tractor production while it was unable to 
prevent the destruction of millions of horses. 

The horses of the kulaks were, amongst other things, a means 
of stabilizing and extending kulak influence over the village. 
The poor peasants borrowed from the kulak a horse for their 
field work and paid for it by surrendering part of their harvest 
which increased the kulak's fund of marketable produce. The 
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tractor, on the otlier hand, was an instrument of Communist 
reorganization of the \illage—particularly tvhen used by the 
Machine and Tractor Stations. It was a powerful lever of col¬ 
lectivization, contributing to the abolition of an antiquated 
agrarian system and to the rational organization of agricultural 
work. The payment of the M.T.S., too, was effected by sur¬ 
rendering part of the har\cst, as was the pa\merit of the 
kulaks before, and the Soviet power thereby increased its grain 
fund without interference by speculation and the market. 
Mechanization, not less than collectivization, must not be re¬ 
garded primarily as an economic and technical impro\emcnt 
but as a measure of social reorganization. 

The more stubborn the resistance of the kulaks against their 
extermination, the more ruthless were the Communists. I'licy 
could not prevent the wholesale destruction of livestock but 
this very catastrophe strengthened their conviction that the 
economic position of the kulaks had to be completely destroyed 
by confiscation of their houses, implements and land; after¬ 
wards they exiled them by tens or hundreds of thousands to the 
Urals, to Siberia or the unhospitablc North, where many of 
them perished from hunger and cold in concentration camps. 

1 his struggle ended as it was bound to end. But the kulaks 
had been occupying an important place in Soviet economy. 
■J'hcy had been supplying the towns with 20 per cent of their 
bread and a still larger part of their animal foodstuffs. The 
• kulaks had to be replaced as commodity producers, and the 
Communists tried to solve this problem by creating and sup¬ 
porting large-scale agricultural enterprises under public con¬ 
trol. 'I’he fight against the kulaks was accompanied and followed 
by the complete reorganization of the agrarian system. 

(2) Ariel and Commune 

The incompatibility oi kulak agriculture and State economy 
in the towns made a solution of the agrarian problem possible, 
the elements of which had been worked out in an abstract 
manner a great many years ago by Russian Socialists of 
different shades. Their theories assumed practical importance 
in the form given them by Lenin during the last period of his 
public life, when he tried to prove that the creation of peasant 
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co-operative farms would directly lead to Socialism if combined 
with the nationalization of industry" and foreign trade by the 
Soviet regime. This theory was justly used by Stalin in his 
struggle against Trotsky and proved at least that the latter 
was no orthodox Leninist, whether this meant little or much 
for the correctness of his assertions. 

Lenin’s programme assumed a slate of things where the 
peasants would be convinced of the superiority of large-scale 
fanning by the palpable results of mechanized agriculture and 
would thereby be induced to join co-operative farms as a direct 
way to a quick and substantial improvement in their living con¬ 
ditions. He was well aware that this process would need many 
years for its completion and the whole theory presupposed a 
lc\'cl of industrial development which was by no means reached 
at the end of the N.E.P. Vet it was at this moment that the 
Government w'as compelled to try and solve the problem of 
agrarian reorganization. The destruction of the kulaks and the 
discouragement of their supporters was bound to spell economic 
collapse unless the Soviet power succeeded in ercating a new 
basis for the supply of the towns and the State with agricultural 
produce. For this purpose State and collective farms were in¬ 
dispensable and their establishment had to be undertaken on 
the spur of the moment. 

A very modest windfall, which in many eases permitted the 
starting of the experiment, was the property of the kulaks which 
had been confiscated by the State and was handed over to the 
newly established collective farms. This was a clever move in 
the game of power politics between the Government and the 
peasants because it won over many poor peasants to the cause 
of collective farming. The kulaks had generally lent their horses, 
and often their ploughs, to the poor peasants and usually ex¬ 
torted enormous tributes for this modest service, whereas now 
the poor peasants could use the same instruments—theo¬ 
retically—fVee of charge. 

On the other hand, this policy of confiscation was bound to 
deter the middle peasant who continued to be the ‘central 
figure’ of the Russian village. It was neither necessary nor 
advisable for the Government to extend the merciless struggle 
against the kulaks to the middle peasants, for the towns could 
not continue to exist without the market production of their 
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farms even if they could manage at least for some time to forgo 
the supplies coming from the kulaks. The So\ iet power was, 
on the other hand, compelled by the needs of industr>- to in¬ 
crease its demands on the peasants instead of bearing in 
mind the grievances of the village which was clamouring for 
larger supplies of industrial goods. The situation was delicate 
and fraught with extreme danger because evcr>- untoward step 
could cause a violent conflict between the Government and the 
masses of the peasants. 

Thus the Communists had cvcr>' reason to deal with the 
middle peasants as cautiously as possible. Being unable to offer 
palpable advantages to those peasants who were inclined to 
accept the officially prescribed reorganization of agriculture of 
their own free will, the Government was reduced to a policy 
of punishing evcr>'body who dared to resist. In the course of 
time, the part played by naked violence was nothing short of 
overwhelming and the inevitable result was the virtual break¬ 
down of relations between the State and the masses of the 
peasants. The Government was in full control of the executive, 
including the G.P.U. and Red Army, and was determined to 
break by brutal force every show of resistance by real or alleged 
kulaks. The middle peasants were, of course, unable to retaliate 
in kind and their only effective weapon was the reduction of 
food supplies by producing less grain and other agricultural 
produce. If the peasants were compelled to part with excessive 
quantities of goods in exchange for few industrial articles, or 
none at all, they could reduce their sown areas; if the officials 
of the Government compelled them to join collective farms and 
to fulfil a large programme of sowing, they could work lazily 
or not at all and in this manner frustrate the intentions of the 
State power. The power of this resistance was certainly formid¬ 
able ; but it was only after a comparatively long time that its 
full implications became visible and if the enemy did not under¬ 
stand the future dangers threatening him from this passive re¬ 
sistance he would go on and on until catastrophe overtook him 
and the peasants alike. 

However, understanding and foresight are not numbered 
among the characteristic virtues of a bureaucratic apparatus 
and the Soviet power was certainly no exception to this rule. 
Its agrarian policy during the First Five Year Plan was marked 
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h> a fatiguing succc'-sion of changes of tactics, by shortlived new 
courses and by severe mistakes wliicli, it is true, had no cata¬ 
strophic consequences for the existence of the Soviet regime but 
which were visited on the innocent heads of the population and 
delayed for many years the success of economic reconstruction. 

riic two cardinal problems of Soviet agrarian policy con¬ 
cerned the market relations to the peasants and the technique 
of collectiN ization. In either sphere the Soviet bureaucracy was 
energetic beyond the limits of bruialiiy and reckless beyond tlic 
limits of blindness. 

(fl) On the market the interests of the State were opposed not 
only to those of the kiihks but to those of all peasants who had 
something to sell. I he middle peasants, though not so specialized 
in the grain trade as liie kiihks, were far from indifTcrent to the 
prices paid by the Onsernment for tlicir products. 1 n its attempt 
to keep tlic cost of living down, the Soviet power by its price, 
policy reduced already during the later N.E.P. the incentive 
to mltivatc grain for sale instead of for home production, and - 
the share of wiicat and r>'c, the principal market grains, in the 
total grain production was on the downgrade already as early 
as 1927. i'hc planned grain purchasing programme completely 
disregarded this important change and ordered a quick increase 
in grain collections which was directly responsible for breaking 
down tlic last pillars of the N.E.P. This terrorism could be 
effective only if the Government was able to achieve a mono¬ 
polistic position in its relations to the village and for this pur¬ 
pose it suppressed private trade in its last stronghold, the food 
business. Ih the beginning of 1929 the number of private shops 
was still 163,900, most of them in this sphere; a year later only 
47,100 {17) were left and their importance fell to zero. At the 
height of this campaign, during the winter of 1929-30, the 
peasants were even forbidden to sell to private consumers! 

This policy destroyed the market as an instrument of ex¬ 
change between town and village, though not for ever, at least 
for many years. The State was the only buyer of peasant pro¬ 
duce and the only supplier of industrial goods for the village. It 
is no secret that, in spite of the sanguine expectations of the 
Plan, the demands of heavy industry and the growth of the 
towns prevented the increase, perhaps even the maintenance, of 
industrial supplies for peasant consumption, whereas demand 
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for agricultural produce grew by leaps and bounds. As long as 
the Government succeeded in satisfying this demand by what¬ 
ever means, its leaders could imagine that they had not only 
broken kulak resistance but that they had actually trained the 
peasants to resign themselves to their new position. They had 
finally suppressed the grain trade with its uncontrollable 
fluctuations, grain collections were satisfactory' and collccii\ iza- 
tion made rapid progress. 

{b) The necessity of getting control of agricultural production 
led to a gigantic speed-up of colIccii\i2ation. The principles of 
this policy had nothing in common with the Plan and their 
application was such that economically satisfactory' results were 
definitely e.xcludcd. 

Convinced Communists had founded a few collective farms 
as early as 1918 for the realization of rather primitive Com¬ 
munist ideals. The members worked for the community and 
consumed together the product of their work (Communes). 
Although large-scale collectivization could not make use of 
common housing and common eating, the general principle of 
the Commune underlay the collectivization campaign of 
1928-29. The peasants were ordered to bring their whole pro¬ 
ductive property into the collective farm and the products of 
their labour were distributed either according to the number of 
‘eaters’ or to that of workers in each family. This arrangement 
was very favourable for the poor peasants but it was stubbornly 
resisted by the rest. 

This resistance took generally the form of unwillingness to 
join the collective farms. But the success of the grain collection 
campaign 1929 and the passions aroused by the struggle against 
the kulaks made the bureaucracy forget all self-imposed limita¬ 
tions. During January and February 1930 a wave of compulsory 
collectivization swept the country and at its end about 40 per 
cent of all Russian peasant farms were ‘collectivized.’ The 
middle peasants made common front with the kulaks and 
slaughtered their livestock instead of throwing it into the 
common pool of the collective farm. The law of dangerous 
‘over-success’ had once more been vindidated by the reckless 
and undiscriminating collectivization practice of the bureau¬ 
cracy. 

Although the tactical turn by 180 degrees, made by Stalin at 
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tills inoiiienU die! not ha\'c the historical importance of Lenin's 
transition to the N.E.P., it was not less necessary’. The fear of a 
sharp reduction in the grain area was responsible for the radical 
change worked by Stalin's famous article ‘Dizzy with Success.’ 
He started by blaming the local officials of the Government 
for the excesses of the collectivization campaign. But Stalin did 
not confine himself to a feeble defence of the Government; he 
gave definite orders for the future and the most important 
among these was his clear and sound instruction concerning 
the methods of collective farming to be adopted in future: 

■ 1 lie fimdameiual form of the collectivization movement, its 
jirevalcnt form at the present moment, the form on which we 
must concentrate, is the agricultural artel. In the agricul¬ 
tural artel the most important means of production, mainly in 
the cultivation of grain, arc socialized: labour, use of land, 
machinery' and implements, working stock and farm buildings. 
Small vegetable gardens and orchards, however, houses, a 
certain proportion of the cows, poultry and small livestock, 
etc., are not siKializcd.’ {i8) 

This decision is the basis of Communist agrarian policy up to 
the present day and it has stood the lest of experience, although 
it has been partly modified by later developments. It was fol¬ 
lowed up by instructions about the distribution of collective 
farm incomes which were strongly in favour of the middle 
peasants. Immediately afterwards the Central Cqmmitlee of 
the C.P.S.U. decided not to close markets and to reopen those 
which had been,closed before, and to prohibit the interference 
by the authorities in the sale of goods, particularly of collective 
farm products (March 1930). 

The organization of the collective farms was changed in 
accordance >vith these instructions. Although many peasants 
used their newly confirmed right to leave the collective farms, 
there remained on October 1st, 1930, only two years after the 
inauguration of the First Five Year Plan, 5,565,000 households 
within the collective farms, i.e. 22*2 per cent of the total or 
more than prescribed by the Plan for 1933. (17) This was, of 
course, a great success for governmental control, but quite 
otherwise for agriculture and for industry. In particular, it was 
the strain on industry which was to supply the collective farms 
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witli machinery, fertilizers and finislicd goods in ordci to j)ro\c 
the advantages of the new system, which wns responsible I'or 
the ridiculous upward rc\isions of the Plan which interfered 
so dangerously with the working of industry. 

I'he most important concession to the middle peasants within 
the collective farms was the system of'labour days,’ replacing 
the initial primitive equality of income for all members of the 
to*opcrative. It was based on a siinplc form of rate-fixing for 
difTerent kinds of agricultural work and a labour day was not 
necessarily identical with the amount of work done by each 
individual in the course of one day. Every co-operator was 
credited with a number of labour days corresponding to his or 
her work and the farm income was di\idcd among the members 
in proportion to the number of labour days outstanding to their 
credit. 

The division of gross income was, therefore, roughly as 
follows. At first all seed grain, etc., was deducted from the total 
real income available and the same was true for payments in 
kind to the M.'I'.S. A similar deduction was made for ia.\es and 
insurance premiums, until only the net income remained. The 
latter was divided into a smaller part for social rcser\'cs, 
common buildings or other social uses, and into a I^irger part 
which was divided among the membcis. For each labour day 
every member received a certain amount of money, grain, 
potatoes, etc., according to his total number of labour days. 
The system is rather clumsy but it stood the test of practice 
quite well because it was a reflection of real conditions. 

The restriction of collective farming to the fundamental 
branches of agriculture was not simply a concession to the indi¬ 
vidualistic spirit of the peasants, it was a necessity for national 
economy as a whole because the collective farms were unable 
to satisfy all the needs of their members or of the towns. The 
cultivation of vegetables, the breeding of poultry', etc., were 
necessary supplements to the mass production of grain, cotton 
or potatoes. As these goods were a necessary part of the diet of 
the urban population, some sort of food market had to be re¬ 
established where the collective farmers could sell their goods 
to the individual consumers; it was for this reason that the 
Soviet power had to reopen the markets, in spite of the diffi¬ 
culties encountered in their control. 
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Bill the opening of the markets and the com entration of the 
millions of farmsteads into a smaller number of collecti\ c farms 
were not in themselves enough to overeomc the conflict between 
the peasants and the Slate regarding the exchange of agri¬ 
cultural produce for indusiiial goods. Organizational dcviecs 
were not sufficient to comfort the peasants for the lack of 
manufactured necessities, as the Soviet power w’as soon to find 
out to the detriment of the Russian people. The Government 
was confronted in the sphere of agricultural production with 
the same problem which it had been unable to overcome in the 
sj)h( rc of distribution. 


(3) The agrarioii crisis 1931 -33 

Whatever the trend of agricultural production, the in- 
duslriali/alion programme of the Plan and the growth of tlic 
towns required yearly incr<-asing quantities of agrarian pro¬ 
ducts : 


Grain 

PkODI’CTION and CiRAIN 

(million tons) 

C'OI I-F-CTIONS 


Pjoduelioh 

CoUfdions 

1913 

8 t - 2 

20 • 4 

1928 

737 

8-0 

'929 

71-7 

9-4 

> 93 “ 

fi 3 • f) 

13-8 

> 93 ' 

<' 9-5 

» 9-9 


^99 

23-0 

933 

89-8 

27-9 (« 9 ) 


These figures arc far from exact, but they may be taken as an 
indication of relevant tendencies. The demand for other agri¬ 
cultural procfucls was rising in a similar manner. Between 
1928-29 and 1931 collections of grain rose by 236 per cent, 
cotton 161 per cent, and meat and cattle 158 per cent. (20) It 
may be safely said that the village had to furnish at least twice 
as much ‘market’ produce at the end of the First Five Year 
Plan as at its beginning. 

The first claim on the foodstuffs taken by fair iticans or foul 
from the peasants did not rest with the workers but with the 
P.C. oCForcign Trade. One of the worst mistakes of the Plan 
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was the reckless optimism of its import anti export prov isions. 
The world depression of 1929-34 hit the export trade of the 
Soviet Union very badly because prices of agricultural produce 
fell much more than industrial prices. The Government liad 
to sell more grain, flax, etc., than the Plan demanded, but the 
proceeds were much less than expected and, indeed, much less 
than required for the fulfilment of the import plans. There 
were practically no grain exports during the years 192B and 
1929. In 1930, however, 4-8 million tons had to be exported 
and in 1931, despite a catastrophic crop failure, not less than 
5*2 million tons left the country in order to fetch some foreign 
exchange. 

Import difficulties and defective agrarian plans also caused 
acute difficulties in cotton spinning and weaving which was, of 
course, of great importance for the trade with the peasants. 
Even in 1930 the cotton mills worked short hours because 
the reduction in cotton supplies from America could not be 
completely balanced by increased ho.me production. Cotton 
go6ds were even less available than during the last N.E.P. 
years. If some other consumption goods industries made some 
headway, this helped cither the urban workers or, again, the 
P.C. of Foreign Trade, (c.g. canned goods) but not the peasants. 

While the Communists slowly developed the elements of a 
new agrarian organization, which was still viewed with grave 
suspicion by the masses of the peasants, an &cutc crisis was re¬ 
vealed by the har\cst of 1931. In the spring of the previous year 
a critical situation had been saved at the last moment by the 
partial retreat of the Government and by very favourable 
weather conditions resulting in an excellent harvest. Weather 
conditions, however, which had been so favourable in 1930 did 
not work out to the advantage of the official agrarian policy 
in 1931. A partial drought intensified the results of rash col¬ 
lectivization and ruthless market policy and the outcome w’as a 
very serious drop in grain production. The tragic history of the 
following agrarian crisis may be summarized as follows: 

‘Drought ruined the 1931 harvest of five important sections 
of the Union. . . . The Government, therefore, had to provide 
in addition to the normal domestic and the abnormal export 
requirements, 1*8 million tons of grain to these regions for 
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seed and food. lhi.s was extracted from llic Ukraine at the cost 
of considerable disafTcction, and the Ukrainians responded by, 
in their turn, eating into a part of their seed grain intended for 
the 1932 sowing.’ (21) 

During the early months of 1932 the Covernment saw again 
t!ic reel light. On May 4ih, 1932, the agricultural tax was rc- 
(hirctl and the ‘free market’ restored which had been actually, 
though not legally, again abolished. But for the first time since 
the beginning of the reconstruction period the sown area was 
smaller than in the jircceding year and the hars’cst was again 
very bad. Lversthing seemed to ha\’c conspired against the 
agrarian policy of the Soviet power and the hostility of the 
])casants assumed ominous dimensions. The reports about badly 
har\Tstcd fields arc too numerous to be overlooked. The 
peasants were either so embittered or so apathetic that they did 
not care for the consequences of their actions. The winter of 
*932-33 witnessed a terrible famine which was even worse 
because it was not simjily a consequence of natural elemental 
forces but primarily a result of the struggle between the peasants 
and the Soviet State. 1 he regime cracked in all its hinges, the 
opjiosition against Stalin gathered strength—but the dictator¬ 
ship managed to maintain itself; the whole rdgime depended 
loo strongly on the fate of the ruling caucus to allow serious 
political struggles within the Communist PaUy. 

flic reorganization of agriculture ended with a terrific 
agrarian crisis but it had nevertheless come to stay. The 
peasants furiously opposed the confiscation of their produce 
without efiTcctual payment—and it may well be argued that 
the Soviet power, and particularly the working class, paid more 
dearly for this doubtful privilege than it was worth. Yet 
agriculture had been put on a substantially new basis, though 
at a high price and under conditions which were grimly 
different from those envisaged by the reckless optimism of the 
ofTiciat experts. 1 he contradiction between agriculture with its 
millions of tiny farms worked by individualistic peasants and 
nationalized industry was finally overcome. A period of con¬ 
siderable increase in the productivity of agrarian labour and 
of substantial improvement in the rural standard of living was 
approaching. 
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‘For rural economy the period under examination was 
essentially not so much a period of rapid progress and powerful 
entnusiasm as a period of preparation for this progress and this 
enthusiasm in the near future.’ (22) 

Stalin’s words contain a precious because unconscious avowal 
of the way by which enthusiasm was prepared under his rule; 
but in the main his statement is quite correct and is a more 
devastating criticism of the agrarian Five Year Plan and all 
promises dependent on it than the most formidable array of 
figures and charts. 

(4) The results of agrarian reorganization 

The surface of the Russian village was transformed by the 
storms of the reorganization period beyond recognition. The 
kulaks were liquidated; in most parts of the country individual 
farming was replaced by collective farms and new, vast State 
farms started grain cultivation in provinces where it had never 
been attempted before. Not without interruptions and setbacks, 
but stubbornly and successfully, was the rule of the ‘socialized’ 
sector in agriculture enlarged from year to year: 

Gro\>tii of Collectivr Farms 



(*000 omitted) 

r 



1929 

f 93 ^ 

'933 

Collective fanns.. 

570 

211 *5 

224-5 

Collective households 

1,000*0 

14,900*0 

15,200-0 

Ditto in per cent of total 3*9 

61 *5 

65-0 (23) 

DlSTRIUimON OF 

Grain Area (Million Hectares) 

State farnu 

15 

9 3 

10-8 

Collective farms 

3*4 

69*1 

750 

Individual peasants 

9it 

21 *3 

>55 

Total 

.. 96*0 

99-7 

loi 3 (23) 


Although individual peasants were still a large minority, their 
economic importance was quickly declining. The average grain 
acreage of the individual farmer was halved in the course of 
these five years. The network of M.T.S. grew from year to year 
and their tractors and machinery increased correspondingly, 
though their numbers did not reach the figure prescribed by the 
Plan. 
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'J he Slate farms dc\ clopcd in a very impressive manner but 
their material results were disappointing. Established in the 
period of bureaucratic madness when all innovations were 
made with both eyes on the e.xpected propaganda effect of a 
new record-breaking achievement, these giant farms with many 
tens or ev en hundreds of thousands of acres proved unecono¬ 
mical and were in the long run untenable. At the beginning of 
1934 the Communist Congress was told by Stalin: 

'By comparing the enormous sums sunk by the State in the 
work of the State farms with the material results of their work, 
as it is to-day, a striking disproportion must be obscivcd. Our 
State farms are too large. . . . The direcion cannot manage 
these immense Slate fanns. and they themselves arc too 
specialized.’ (24) 

On the other hand, the management of the collective farms 
was in the end more or less satisfactory to the peasants and to 
the State. Government supervision and even the use of force 
remained indispensable as long as the supply of industrial goods 
was too small but the new organization was clastic enough to 
jicrmit the transition to a better system where the balance 
between town and country would be maintained by the satis¬ 
faction of all needs. The new market organization was based 
on a division of agricultural collections in three parts: (a) com¬ 
pulsory deliver)' of fixed amounts of basic foodstuffs and raw 
materials against nominal payment by the Government; 

(b) contracts between collective farms and the co-operative 
societies for deliveries at comparatively low prices in exchange 
for low-priced or otherwise unobtainable industrial goods; 

(c) ‘decentralized’ collection by sale on the ‘free’ peasant market 
at prices which were much higher than those of public trade— 
but without the advantage of receiving ‘deficit’ goods in ex¬ 
change. As a transitional solution the system was fairly suc¬ 
cessful and with the growing importance of (e) it was easily 

' transformed into a normal market organization. 

The still persisting tension between the peasants and the State 
was now exclusively caused by the lagging behind of con¬ 
sumption goods industries. Thus it was a reasonable hypothesis 
that the collective farms would be a successful new departure if 
and when the shortage of industrial goods could be overcome. 
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In the course of five years the solution of an extremely diffi¬ 
cult social problem had been prepared and partly c\ cn achieved. 
The Soviet Government departed in cvcr>’ihing from tlie pre¬ 
dictions of the Plan—which was right in maintaining tliat such 
an achievement could not be attained in an economical manner 
—but it was forced to adopt a much more dangerous and costly 
policy by the mistakes of the N.E.P. period. Was the agrarian 
plan ‘surpassed,’ fulfilled or not fulfilled? This question cannot 
be answered without an estimate of the expenses incurred in 
•the course of agrarian reorganization. 

The underlying motive of the whole process was not the need 
of the peasantry nor even that of nation.^) economy as a whole 
but exclusively the interests of the ruling bureaucracy, fhe 
human cost of this transformation was appallingly high, for the 
number of famine victims during 1932-33 alone was estimated 
at about four millions. Apart from that reorganization devoured 
one-half of the insufficient livestock, reduced grain production 
for some years to starv'ation level and lowered the )’ickf the 
productivity of agricultural labour in all its branches. 

In 1930 Stalin was completely right when he called the grain 
question the fundamental problem of the agrarian system which 
had to be solved before anything else. The Plan expected an 
increase in grain output from 73,700,000 tons in 192 7-28 to 
106,000,000 tons in 1932-33. Total grain production for the 
five-year period was to amount to 4.j5,ooo,ooo tons. (25) On 
the basis of the official figures* the actual grain output 1928-33 
totalled not more than 384 million tons, i.c. 60*6 million less 
than prescribed by the Plan. During the period of the First Five 
Year Plan the quantity remaining for home consumption was 
only 10 per cent higher than during 1923-28, when agriculture 
was only just recovering from the slar\'ation level of War 
Communism. In spite of that the export plan could not be per¬ 
manently fulfilled. Although the price fall on the world market 
had compelled the Soviet Union to begin with grain exports 
very early, in 1933 actual exports were only i-8 million tons 
compared to 8 million according to plan. 

In the middle of the deadly grain crisis, between the crop 

The harvest of 1933 was much belter than those of 1931 and 193a, but the 
difference was artificially increased by the adoption of a new statistical method, (ay) 
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failures of 1931 and 1932, \’. M. Mololov, the president of the 
Council of People’s Commissars, made the following assertion: 

. in view of the successful collective farm developments the 
grain problem is, in the main, already being solved in our 
(ouniiy.' (26) 

This utterance, though reckless to an unbelievable degree, con¬ 
tains a certain measure of trutli. In spite of all pseudo-scientific 
theories about the lagging behind or.igriculturc in comparison 
uith industry, the grain problem was primarily not a problem 
o( production but of distribution, it was a social and not a tech¬ 
nical problem although technical progress was bound to solve 
it in the end. This is^uite enough to show the unreal character 
of the Plan winch wanted above all to increase production at 
once and believed that the worn-out framework of the N.E.P. 
could continue to serve as the basis for distribution. 

Whereas grain production did not make any progress at all, 
the output of technical crops was certainly greatly increased. 
Considerable capital expenditure, particularly on cotton grow- 
c results which could be called impressive if the dispro¬ 
portion between costs and successes had been smaller. At the 
end of the First Five Year Plan the yield per acre of all technical 
crops was considerably smaller than in 1913 and in general 
smaller than in 1929. Even more important, the results achieved 
were far from sufficient to fulfil the plan and to meet the re¬ 
quirements of industry: 
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This relative failure was bound to react in a very undesirable 
manner on the production of cotton and linen goods, sugar, 
soap and margarine. 

The complete failure to raise the incredibly low productivity 
of agricultural labour is the final test for the economic results 
of the agrarian plan. Mechanization, chemical fertilizers, agro¬ 
nomical innovations and better organization of labour in large- 
scale farms and a capital outlay of 15,100 million roubles, 
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more than double the planned figure, were of no av ail against 
the damage caused by the destruction of the kulak farms and 
the consequences of compulsory' collectivization. The Five ^'car 
Plan did not contain predictions for the development of live¬ 
stock, probably because it remained still outside the sphere of 
governmental action; but the value of animal products was to 
rise from 4,800 million roubles in 1927-28 to 7,100 million 
roubles in 1932-33, i.c. by 47*9 per cent. Instead of rising by 
one-half, Russian livestock fell roughly by this percentage. This 
wa.s bound to react on the food, leather and sho^ industries, 
whose plans depended on the orderly progress of livestock 
breeding. 

Actual developments were exactly the opposite of those pre¬ 
dicted by the Plan which started from the status quo in social 
relations and prices and assumed that agricultural production 
would rapidly increase. Actually agrarian society was rapidly 
transformed, whereas production experienced at first a rapid 
fall and later on staged a modest recovery, at least in the sphere 
of land cultivation. The new agrarian organization promised 
good results for the future. For the time being, however, the 
devastations of reorganization and the decline in output were 
bound to react unfavourably on the development of industry 
and the life of the working class. This was particularly un¬ 
fortunate because the Russian towns were themselves in a 
process of rapid and perturbing change. 



CHAPTER EIGHTEEN 


THE RECONSTRUCTION OF INDUSTRY 

(i) Sufcesfts and failures on l/ic 'industrial front' 

Although merely technical in rhar.actcr, the problem of re- 
cons(nic(int» industr)’ was a task of tremendous dimensions. 
Even a superficial view of the more important industrial results 
of the First Five ^’ear Plan suggests that the Soviet power 
made good progress in at least part of the most important 
branches of industry; 
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Between the last year of the N.E.P. and the last year of tlic 
‘l ive Year Plan in four years’ production increased by 368 per 
cent in machine construction, by approximately 165 per cent 
in the generation of electrical power, by 93 per cent in iron ore 
mining, by 90 per cent in oil and in peat, by more than 80 per 
cent in pig iron and in coal, by 47 per cent in steel and by 34 
per cent in rolled metal. In the most important consumption 
goods industries, with the exception of the food industry, trends 
were much less clear. Factory production of shoes was more 
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than doubled, though from vcr>' low initial levels and at the 
expense of handicraft production, output of cotton and woollen 
goods remained more or less stationary, the production of linen 
cloth, on the other hand, fell by more than 25 per cent and 
sugar production by not less than 38 per cent. 

These data are probably not exact but they are in the main 
reliable. The same cannot be said of the figures ‘in prices 
1926-27,’ which are becoming increasingly frequent in Sov iet 
statistics. A plan of industrial development is cssentiall)' con¬ 
cerned with physical things and not with values. It is a jjlan 
only if it really permits the development of industry' in ac¬ 
cordance with its provisions. If all branches of industry' arc 
scheduled to reach certain levels, ‘over-fulfilment’ in one branch 
docs not cancel failure in others and it is, indeed, very likely to 
increase the ensuing confusion. In a plan of values, on the other 
hand, fundamental industries with comparatively cheap pro¬ 
ducts (e.g. coal, iron, etc.) may fail to reach the planned levels 
while other trades with cxpcnsiv’c products (e.g. machine con¬ 
struction) may overfulfil their task and thereby cause the Plan 
as a whole to be overfulfilled. 

A simple comparison between the volume of production in 
different industries and the value of industrial production as a 
whole will prove that this actually happened during the First 
Five Year Plan; 
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During the years 1928-33 the value of Group A production in¬ 
creased by not less than i 75 per cent. This rate of growth was 
considerably surpassed by machine construction—but it was 
not even reached by any other branch of industry. This average, 
if it was a true average at all, is not at all representative of real 
facts and probable trends. The same is, of course, true Tor the 
supposed increase by 60 per cent av'cragcd by Group B, where 
some successes in the production of expensive food products 
(canned goods, etc.) exerted an excessive influence on the 
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average while the available quantities of many essential in¬ 
dustrial goods remained unchanged or were actually reduced. 

As the reconstruction of heavy industry was the real centre 
of the Plan it may be assumed that its demands in this field 
were serious minimum demands. It is, therefore, interesting to 
find that the development of Group A industries was very 
different from the Plan. 
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Officially ihc Plan was rulfillcd after four years and three 
rnonths, on December 31st, 1932, with ‘93-7 per cent.’ At this 
time only two branches of industry produced more than their 
planned output, two other branches produced between 80 and 
90 per cent and the rest less than 80 per cent. Even at the end 
^933 Plan for Group A industries as a whole was far from 
being fulfilled, and its predictions for the most important 
brandies of Group B (consumption goods) industries were still 
far from being realized at the end of the Second Five Year 
Plan! As a matter of fact a record expansion in some branches 
of heavy industry, in particular machine building, took place 
while the output of consumption goods remained probably just 
stationary while food supplies actually decreased. 

These facts arc not at all surprising; the Communists had 
tried to surround the hard necessities of industrialization with 
an ideological’ cloak of bright promises which was torn off 
piece by piece, the further Soviet economy advanced on its 
thorny path. The Plan as a whole was already stultified by the 
bureaucratic blindness of the Soviet power to the impending 
struggle with the peasants. Furthermore tlic ‘qualitative’ de¬ 
mands of the Plan were far too ambitious and the quality of 
manufactured goods was constantly lowered. These inherent 
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weaknesses of the original plan were further cmphasi;2ed b>- the 
upward revision of its most important features wherever a 
momentary success had been reached. These outgrowths of 
bureaucratic imagination might be overlooked if they had not 
exerted a pernicious effect on the day-to-day work of industr>’, 
the quality of its products and the health of its workers. 

Below the propagandist and ideological superstructure, the 
First Five Year Plan contained, as its rational core, the pro¬ 
gramme of creating a native industry' of machine construction 
as the starting-point for general industrialization. It is still 
hardly possible to ascertain .the exact state of things in this 
field at the end of the first Plan period. Machine construction 
as a whole grew by leaps and bounds. Its share in the total 
value of industrial output rose from i.j.-8 per cent in 1929 to 
25 per cent in 1932 and 26 per cent in 1933. (31) In spite of 
our knowledge of these broad facts and of a great number of 
concrete figures it is practically impossible to get a concrete 
idea of the all-round increase in machine construction—above 
all in consequence of the growing importance of military factors 
which were justifiably kept secret. 

After all these rescr\'ations, it cannot be denied that machine 
construction was greatly extended in scope and improved in 
equipment. New large plants were built and opened in quick 
succession; after some time, generally much later than officially 
anticipated, they started with the production of useful instru¬ 
ments which permitted some other branch of industry to go 
ahead with production. Turbines and generators for electri¬ 
fication, boilers and motors moving Russian machinery of the 
most varied kind, from motor-car manufacture to cotton weav¬ 
ing, replaced antiquated plants and imported products. The 
shortage of tools and instruments was still appalling—partly 
in consequence of the bureaucratic management of industry, 
which was more concerned with fulfilling its rouble plan than 
with producing those goods which were most urgently needed— 
but these defects were mended as were others before and after¬ 
wards. The fundamental success of the Soviet power in the 
reconstruction and creation of a strong machine-building in¬ 
dustry, perhaps in engineering as a whole, is a solid achieve¬ 
ment. 

Thus it must be said that some parts of the industrial Five 
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Year Plan were fuinilcd while others remained untouched. The 
Plan as a whole was fulfilled neither in four nor in five years, 
neither to lOO, nor to 93-7 nor even to 80 per cent, because it 
was no plan, no system of rational interdependent orders to be 
applied in practice by technical expert.s, but an ideological 
reflex of the real problems besetting Russian economy and its 
bureaucratic leaders on the screen of a better future. 

What, then, is to be thought about the boasted success of the 
Five Year Plan 1928-32; was it merely another propaganda lie 
of the Communists? However simple this conclusion may be 
from the obvious contrast between planned and real develop¬ 
ments, it is nevertheless wrong. The Five Year Plan contained 
many elements of wishful thinking which were refuted without 
mercy by the course of events. Nevertheless, the Communists 
could either succeed in overcoming the great obstacles to in¬ 
dustrialization or they could fail to do so. Industrialization 
could either be achieved in the teeth of peasant resistance 
against new deprivations and in spite of the terrible fall in the 
living standard of the workers, or it could break down. The 
Soviet regime could either solve its problems or be crushed by 
(hem. 

This was not a question of‘liquidating’ the goods famine in 
hvo years, of increasing real wages by 60 or 70 per cent and of 
realizing the dreams of the working class; it was a question of 
bitter death or surv'lval for the bureaucratic regime which had 
grown up on the basis of the great achievements of the October 
Revolution. And in this struggle the Soviet power remained 
victorious. It succeeded in creating a basis for future industrial 
development—but not more. It compelled the peasants to sub¬ 
mit to industrialization and transformed the market from an 
elemental force into a submissive servant of its own distribution 
policy. For this purpose it was compelled to ‘soak the peasants,* 
rich and poor, and to accept the catastrophic consequences of 
a sudden fall in food production. It had to renounce for the time 
being the intention of increasing the output of consumption 
goods to anything like the necessary minimum and maintained 
the working class in a state half-way between malnutrition and 
chronic hunger. These facts did not remain without serious 
social and political consequences and were a heavy mortgage 
on Soviet Russia’s future, but the immediate problems of the 



THE RECONSTRUCTION OF INDUSTRY 223 

'pre-war level’ under N.E.P. condiiions were solved. The Fi\e 
Year Plan was not fulfilled, but its goal was reached. 


(2) Planned economy and the problem of money 

The Five Year Plan did not contemplate a fundamental 
change in the financial system developed during the N.E.P. 
National economy was to be reconstructed with subsidies from 
the budget as well as with its own profits; the remainder was 
to be raised by more or less orthodox means through the credit 
system. Relations between the State and the peasants were to 
be improved by a 20 per cent rise in the purchasing power of 
money, primarily owing to the expected fall in industrial prices, 
and the ‘scissors’ were to disappear completely. 

This desirable state of affairs was to be reached by reducing 
production costs, that is by raising the productivity of labour; 
the savings effected in this way were to be divided between the 
workers and peasants, in form of higher earnings, and the 
Government. The planned all-round incrciisc in the productivity 
of industrial labour was not less than 110 per cent. According 
to the—certainly not over-pessimistic—official data the actual 
increase was 38 per cent. (32) The yield of agricultural labour 
actually declined in spite of the lavish capital outlay of these 
years. The material consequence of this fundamental failure 
was the undcrfulfilmcnt of most production plans and the fall 
in the standard of living of workers and peasants, often even 
below the subsistence level. Its formal consequence was the 
complete breakdown of the financial plans. 

In the beginning of the N.E.P. the stabilization ofthccurrency 
had been one of the most important economic tasks. During the 
period of rehabilitation money matters were not always cor¬ 
rectly handled but they did not seriously disturb the recovery 
of industry and agriculture. The period of reconstruction 
brought financial problems of a new kind because for the second 
time in ten years Soviet economy departed from the principles 
of a money economy. 

If the special conditions of inflation arc disregarded, cfl'cctive 
demand, i.c. demand backed by money or credit, is, under 
nonnal conditions, always able to stimulate the supply of the 
physical goods required. Investment problems arc, therefore, 
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mainly problems of financing. In the Soviet Union the difficulty 
at the end of the N.E.P. ran be compared only with the rare 
eases of full employment in capitalist countries when the 
material limits of industrial expansion bas e been reached and 
further supply of money or credit does not lead to increasing 
production but only to rising prices. Normally capitalist in- 
dustiy is ready to satisfy every eficctivc, financially sound 
demand, however irrational or injurious its satisfaction vmay 
appear from the standpoint of society as a whole. The Soviet 
Government could not hope to satisfy the legitimate and urgent 
demands of Soviet economy except by a material reconstruction 
of the whole economic system. 

Money as known in modern economy, is used for two funda¬ 
mentally different purposes. It is the immediate aim of‘business* 
in quest of profit but it is at the same time the most important, 
indeed the sole generally applicable, measure of costs in ‘in¬ 
dustry,’ to use the simple and clear distinction adopted by 
Th. Veblen. In the capitalist system, industry and national 
economy as a whole is subordinated to business, and the ex¬ 
pansion or contraction of the credit system exerts a wholly 
irrational influence on the volume of physical production. But 
as far as money is a measure of the amount of energy required 
for different purposes, and therefore a measure of costs in 
general, no economic system based on general division of labour 
can afford to disregard it. At the end of the N.E.P. the Soviet 
Government was more or less independent of money and credit 
in the capitalist sense because it was directly controlling the 
activities of urban economy. Nevertheless it could not afford 
to do without a general measure of costs because the reduction 
of costs was one of the main needs of the Five Year Plan. Thus 
a reorganization of the credit system, which had been simply 
an adaptation of ‘orthodox’ finance to Russian circumstances, 
became iTccessary. 

During tlie N.E.P. the credit system was less concerned 
with the granting of long-term investments than with bill 
brokerage. In this manner the actual control of industry re¬ 
mained, of course, outside the sphere of the banking business; 
only after the commercial transaction had been completed, the 
bank was called in to give an advance on the proceeds of the 
sale. The reconstruction period had different material aims and 
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needed a different credit policy. The planning of production 
was to overcome the growing shortage of all sorts of goods by 
making the best possible use of them. Every single transaction 
between the more or less independent parts of State economy 
had to be scrutinized from this angle, and the credit system 
was the best instrument for this purpose. On the other hand, 
lack of working capital was to be no further handicap for a 
concern which was physically capable of increasing production. 
All financial shackles had to be broken once for all. The banks 
were no longer permitted to refuse credits only for financial 
reasons. The credit system was to become an instrument of 
governmental control over the transactions and the efficiency 
of State economy, a central accountancy with disciplinar>' 
powers over the economic system. 

The first step towards this aim was the concentration of all 
short term credit facilities in the hands of Gosbank. After some 
further measures of minor importance, the whole credit system 
was reformed by the decree of January 30th, 1930. Credits 
between State and co-operative enterprises were forbidden and 
all sales were to be made on a cash basis. The buyer had to apply 
to Gosbank for credit before the transaction whereas in earlier 
times the seller tried to rediscount the buyer’s acceptance post 
ftstum. Instead of bills of exchange bank overdrafts became the 
instrument of credit transactions. Gosbank simply debited the 
account of the buyer and credited that of the seller. 

This reform, though sound on principle, had unforeseen 
economic consequences. The connection between production 
and sales was completely severed. On principle the advance 
made by the bank had to flow back regularly after the sale of 
a corrtsponding quantity of goods but actually it was impossible 
to distinguish between repayments for different advances, and 
the indebtedness of industry to Gosbank grew in a dangerous 
fashion. The tempo of inflation, which even before these 
measures had been considerable, was suddenly intensified and 
the Government became slowly aware that it was necessary to 
weaken, and finally to sever, the connection between money 
as a source of purchasing power and money as a measure of 
costs. Industry had to remain subject to the ‘control of the 
rouble’ dfter having been freed from its ‘dictatorship.’ The 
banks had to. be transformed into a general accountancy de- 

p 
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partmcnt and liad lo be enabled to exert elTcctivc control over 
the costs of eac h enteq^rise. 1 Ins aim was to be achieved by the 
establishment of detailed financial plans for each cnleqjrisc and 
the banks—particularly Gosbank—had to prevent deviations 
from their provisions. The practically most important plan was 
the plan of wage payments. In this sphere excessive demands 
by the managers of industry were particularly frequent and 
particularly dangerous. 'I hcy were simply a consequence of the 
non-fulfilment of the Plan for the increase in the productivity 
of labour and the expansion of the wage fund was bound to 
create inflationary' developments in retail trade where it was 
more difficult than anywhere else to prevent tlicm. 

I he orgajiizational measures of the Government, were at first 
only moderately successful, but in view of the danger of un¬ 
limited inflation the Soviet power soon applied more effective 
methods, rhe control of the factory' managers by the banks 
was lo be supplemented by the financial self-interest of the 
managers. Reduction in jjroduction costs (mainly realizable 
only by a strict wages policy) was rewarded by money pre¬ 
miums. The principle of this policy was exactly that of directors’ 
fees in capitalist industry where these fees are dependent on 
the size of net profits; although only insignificant fractions of 
total profits, these amounts are generally very large additions 
to the salaries of the leading officials. Thus tlie ‘Socialist’ prin¬ 
ciple was applied to the manager for his work in keeping costs 
down and the slogan ‘to each according to his work’ was ex¬ 
tended to a sphere wlierc the.plausible became absurd. The 
social position of tlic Red Director was improved by granting 
him considerable cash rewards and, most important of all, he 
became financially interested in keeping the wage bill as low as 
possible. 

The fate of money as a means of circulation offers only minor 
points of interest. Only the blindest and not very clever propa¬ 
gandists of the Russian regime eared to deny that the currency 
depreciated from year to year. The actual extent of this in¬ 
flation cannot be exactly indicated. According to the prices 
prevailing at the end of 1932 on the ‘free’ market, the value of 
the rouble was then hardly one-tenth of what it had been four 
years earlier; according to ration prices, depreciation was 
certainly not so strong. The devaluation of February 1936 fixed 
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the rouble at about one-quarter of the olTicial value of the 
N.E.P. period—and aftenvards Soviet Russia remained the 
most expensive country for tourists. 

The consequences of inflation were grave but by no means 
catastrophic, because the Soviet power had asserted its inde¬ 
pendence of the ‘free’ market. With the suppression of the 
N.E.P. the connection between money and investment, never 
very intimate since the October Revolution, completely disap¬ 
peared. Money was maintained only as a supplement to 
rationing, it was again only the ‘sign’ (znak) assigning to 
workers and peasants a certain—or uncertain—quantity of 
neccssitities. Inflation was therefore primarily felt in the sphere 
of peasant and working-class consumption and its worst con.se- 
qucnccs were alleviated by the extension of rationing which 
was, in its turn, inevitable owing to the clamouring contra¬ 
diction between the production, price, and wages policies of the 
Soviet Government, i.e. to the impossible promises of the Plan. 
The discrepancy between formal and real purchasing power 
was later on reduced by the new course of economic policy. 
Since 1931 ration prices were repeatedly and substantially in¬ 
creased and ‘commercial’ shops were opened by the State 
selling unlimited quantities of goods at astronomical prices. 
Another method of absorbing the surplus purchasing power in 
the hands of the people, though mostly at the expense of the 
poorer groups, was the system of compulsory ‘voluntai7’ State 
loans which may have accounted for three to four weeks’ wages 
annually. 

All these measures were extremely onerous to the individual 
consumers, and particularly the poorer ones, but they served 
their economic purpose. The Government succeeded in con¬ 
fining the influence of money to the economic sphere of indi¬ 
vidual consumption and prevented the collapse of the currency 
and credit system. 


(3) The economic organization of the First Five Year Plan 

The details of industrial organization during these years 
arc of no importance for the social development of Russia. 
Industrial management was one of the organs of the ruling 
bureaucracy, and the workers were not less impotent in 
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industry than in politics. Their rulers tried to stimulate their 
efforts by production conferences and by propaganda for 
workers’ inventions, but relations of power remained unchanged. 
The Supreme Economic Council was replaced by a normal 
ministry, tlie P.C. of Heavy Industry. The structure of the 
economic ministries remained more or less unchanged up to 
the end of the Second Five ^'car Plan, when the P.C. of 
Heavy Industry was split into three parts—Defence, Machine 
Construction, and other branches of Heavy Industry. 

The technical success of the economic administration was 
obviously moderate, and innumerable reshuffles went on all 
the time. The bureaucracy increased in numbers, but, it would 
seem, its inefficiency was still considerable. At first the inde¬ 
pendence of the trusts was curtailed and centralization was 
once again the watchword. The results were far from satis¬ 
factory : 

‘At the end of 1929 vve created huge industrial corporations 
with the object of strengthening the technical and business 
leadership of the factories. As a matter of fact the very oppo¬ 
site took place in many instances. ... In 1931 our industries 
were quickly reconstructed, the huge corporations were de¬ 
centralized. . . . This produces the desired results.’ (33) 

As far as the desired results arc concerned, Ordzhonikidze’s 
optimism was rather premature. Two years later Stalin found 
it necessary to say: 

‘The bureaucratic method of the People’s Commissariats 
managing national economy ... is not yet liquidated by a 
long way-” (34) 

Nor was it ever to be ‘liquidated’ at all. However powerful a 
bureaucracy may be it cannot remain what it is and change 
at the same time. 

Much more important were the changes produced by the 
Government in the organization of the factories tlicmselves. 
Owing to the introduction of shift work and the uninterrupted 
week, the same tools were used by different workers, and the 
absence of personal responsibility combined with the speeding 
up of production caused considerable damage. These objective 
factors and the dangerous fluctuation of labour, caused by 
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intolerable living conditions in many regions, made it impossible 
to increase the productivity of labour to the prescribed extent. 

In view of tlie failure of propaganda and administrative 
measures, the Government at last applied different methods. 
Ordzhonikidze proposed and the Communists accepted— 

‘. . . to advance to the forefront the role of the foreman and 
brigade instructor as the immediate organizers of labour 
processes (extending their rights), carefully selecting the staffs 
of the foremen and brigade leaders, providing them with better 
material conditions and the neces 5 ar>’ prestige in shoj) and 
enterprise.’ (35) 

The authorities strengthened the position of the superior 
official in order to increase the productivity of labour; by 
giving him cash rewards for the fulfilment of his tasks they 
made him directly interested in the amount of work done by 
‘his’ workers. 

The relations between common labour and the powers that 
be were completely adapted to those of the capitalist system, 
but minus independent Unions and minus some of the rights 
possessed by labour in many more advanced countries. An 
even more drastic step was the control over the daily life of the 
workers exerted by the management through its newly-acquired 
power to determine their food supply: 

‘'I hc reorganization of the workers’ supply in tl»e factories 
had as its direct aim the improvement of supply and the 
prevention of distribution to loafers and drifters who did not 
really work in the factories, and the enforcement of the prin¬ 
ciple: “He who docs not work, neither shall he cat.” ’ (36) 

Thus the Soviet power assumed complete control of the 
everyday life of every individual worker. It could reward 
better achievements—but not only them—by giving better 
food and more clothes, it could punish incapacity, or refusal to 
submit to the rising demands of the industrial management, 
by taking away the right to a warm dinner and to a bedstead 
in an overcrowded room. The goods famine and the outrageous 
prices on the free market compelled the workers to accept this 
slavery without protest, and this system, though provisional, 
completely broke the remnants of working-class self-respect. 
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^'ct these measures, severe as they were, did not achieve 
their aim; the disappearance of a free labour market and the 
intolerable living conditions in many industrial centres induced 
the Government to reintroduce at the beginning of 1933 
{when the transition to Socialism was officially almost 
completed) tfic labour passport which had been abolished 
after the revolution as the best hated symbol of working»class 
slaver)'. 

The shortage of food and manufactured necessities created 
great diflictilties for the system of distribution. The rationing 
system had cjuickly to be extended from bread to the most 
important foodstuffs—vvitli the exception of potatoes—and 
industrial goods. Before the summer of 1929 bread, sugar, tea, 
semolina, vegetable oil, butter, and textiles were all rationed, 
and fish and meat soon followed suit. During 1931-32 the 
co-operatives sold one-half of their turnover of industrial goods 
and even more foodstuffs against ration cards (talons). 

The work of the co-operatives, which were the principal 
organs of public retail trade, was even worse than before. 
Already in 1930 Stalin had reproached them for abusing their 
monopoly against the consumers, and this state of affairs 
deteriorated even further after the complete destruction of 
private trade. Their monopoly and the pressure of the surplus 
purchasing power of the consumers bred corruption and 
profiteering. Finally, while private trade remained strictly 
forbidden, the State opened ‘commercial’ shops where un¬ 
limited quantities of many articles could be bought at exorbitant 
prices. The number of these Stale shops increased rapidly 
from only 14,700 in January 1931 to 70,700 two years later. (37) 
Nevertheless the number of selling points for the use of the 
public remained greatly below the level of the N.E.P. Although 
public trade opened 155,700 new shops between 1928 and 1932, 
this was not enough to replace the 322,824 private shops which 
were closed by their owners or by the authorities. (38) 

A certain supplement to co-operative and State trade may 
be found in the direct transactions between peasants (or 
collective farms) and individual consumers. Before 1932 the 
fate of this free market was very troubled, but in the spring of 
that year it was definitely recognized under the name of 
‘collective farm market’ as one of the concessions to the peasants. 
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Its gifiding principle was and is the absence of private middle¬ 
men who are strictly persecuted as ‘profiteers’ or ‘speculators’; 
the object-lesson of N.E.P. trade remained unforgotten by the 
Government. 

\Vhether in a monopolistic position or subject to a modicum 
of competition, the co-operatives ^\•orkcd miserably badh'. 
It is of course impossible to decide the diflercni degrees of 
responsibility for the wrecking of supplies of potatoes, \ege- 
tables, eggs, and other perishable foodstuffs. Though (he .state 
of transport and the bureaucratic mismanagement of national- 
economy as a whole, the disadvantages of rationing and the 
lack of foodstuffs go a long way to explain this stale of things, 
the Government’s indifference to the needs of the m.^sses and 
the manner of their satisfaction is nowhere better expressed 
than by the careless and callous way in which public trade 
treated i(s ‘customers’ as troublesome beggars. 


(4) The mobilizfilion of the workin^^ class 



The Five Year Plan provided for an increase in the number 
of wage-earners from 11,350,000 in 1928 to 15,764.000 in 
*933- (39) The number of workers in State industr)’ was to 
increase by 33 per cent, and, in view of the rising productivity 
of labour, total industrial production was to rise by 1 79 per 
cent. (40) As far as unskilled labour was concerned, the authors 
of the Plan justly felt that it could not be difficult to find 
3,500,000 people among the rural surplus population and the 
1,500,000 unemployed. 

On the other hand, Gosplan stressed the difficult problem of 
educating the necessary number of engineers, technicians, and 
skilled workers in so short a time: 


(a) Re^^uirements of Ip«>ustry and (6) Educational Facilities 


Engineers .. 
Technicians 
Skilled workers 


(^) 

25,000 

40,000 

1,540,000 


{*) 

20,000 


30,000 
? (4i) 


With large-scale industry employing not more than 2,632,000 
workers in 1927-28, it was practically impossible to educate 
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more than one and a half million of skilled tvorkers in the 
course of five years. 

And here the Plan itself was, for once, too modest. It was 
satisfied with this comparatively small increase in the number 
of workei's because it hoped that the productivity of their 
labotir would enormously increase owing to the use of modern 
machinery’. This a.ssumption was completely belied by the 
outcome, and the Plan for the number of workers was ‘over¬ 
fulfilled’ by a wide margin, although production lagged behind. 
In spite of a slight contraction in 1933, the number of wage- 
earners increased between 1928 and 1933 by 10.300,000 
instead of 4.500,000, the number of industrial workers by 
92 per cent instead of by 33 per cent. (42) This development 
was responsible for an acute labour problem completely 
unknown to the authors of the Five Year Plan. 

Most of the additional ten million workers were peasants 
who had never before known anything about mechanical 
industry. Gosplan could not even say how the additional 
skilled workers required by its too modest estimates were to 
be educated; it was, therefore, even more difficult to find the 
hundreds of thousands extra N.C.O.s and officers of industry 
whose seiA’ices were necessary' in order to compensate industry 
for the slow increase in the productivity of labour. 

The first consequence of this failure was a surprising achieve¬ 
ment—the abolition of unemployment, the political advantages 
of which more than balanced its economic drawbacks. The 
demand for industrial and building labour was extraordinary 
and the collectivization campaign made an end to ‘flight 
from the land,’ and induced many poor peasants to go back 
to their village and to get their own back on the kulaks. 

In the backward districts where many of the large new 
constructions of the Piatilctka were built for technical or 
strategic reasons, living conditions, and particularly housing, 
were intolerable. The workers were prone to believe rumours 
that life was easier in some other place and moved from town 
to town in order to find better food, better housing, and higher 
wages. This mass movement of labour was a dangerous 
phenomenon, and during new constructions or in special 
areas, as c.g. the Donets Basin, the problem assumed grave 
proportions. The Government tried to counter it by measures 



THE RECONSTRUCTION OF INDUSTRY 233 

of increasing scvcriiy; it advocated and often enforced long¬ 
term labour contracts between the workers and ilie factory 
management. Tins policy was the direct outcome of the failure 
to improve living conditions and thereby to attract and retain 
the .serv ices of the large number of workei-s required for new 
construction and faclon' work. While it .suHiced for the maitj- 
tcnance of the supply of unskilled labour it was, of course, 
incapable of inducing skilled craftsmen to make the higliest 
possible efforts. For this purpose the Go\crnmcnt found it 
necessary to offer special material rewards; 

‘In the matter of \vagc3 we are still struggling hard to over¬ 
come the incubus impending real progress, the unfortunate 
wage levelling tendency. . . . Such wage levelling has notliing 
to do with Bol.shcvism. Who is going to do the heavy and 
dangerous work in the metal industry or in the mines if liis pay 
is going to be lower than that of the workers employed on 
lighter jobs? This is one of the eauses of the great fluidii\' of 
labour, but wc arc determined to remedy this.' (43) 

During the early N.E.P. wages rose much more in light industry 
than in heax'y industry. During the period of reconstruction 
this anomaly was abolished. Between 192B and 1932 wages 
in six important branches of heavy industry' increased by 65 
per cent, while the corresponding increase in four branches of 
light industry was only 42 per cent. Even more important was 
the difference in quantity and quality of the rations for workers 
in important heav^ industrial plants as compared to those in 
textile industry, etc. 

The crucial problem of the Plan wiis the increase in the 
productivity of labour. The Plan hoped to achieve tliis aim by 
rapid mechanization; actually intensification (speeding up) 
played by far tlic most important part. This was only natural 
because the productivity of labour was scheduled to increase 
long before the building of more modern factories could be 
finished. The interruption of the productive process was to be 
abolished by the introduction of night shifts and the ‘staggering’ 
of rest-days. Although the workers were—alas, only tempbrarily 
—compensated by the transition to the seven-hour working 
day and the shortening of the working week to five days, the' 
inconveniences caused by this new order were very consider- 




231 


SOVIET RUSSIA 


able, and after some years the Government had to go back to 
the principle of a common rest-day foY the whole population, 
leaving the workers with the net gain of oac free day every 
month. All in all, the Communists behaved in this delicate 
question as tactfully as possible. 

On (he other hand, the Government soon found itself in 
conflict with the ititerests of the workers about the question of 
intensified labour. At first a great propaganda campaign was 
launched which was to introduce ‘Socialist competition’ 
among the workers. Starting from competition between 
rlistricts and enterprises which challenged one another to 
fulfil their rc.spccti\c plans in a certain lime, it was developed 
into competition between groups of workers within the same 
plant. These groups were called ‘brigades,’ and the best 
brigades were rewarded by premiums in money or in kind 
which had (he efiect of substantial wage increases for these 
‘shock’ workers. The best workers did not want to lose their 
chance in this competition by working together with less 
clTicicnt colleagues, and formed ‘shock brigades' working 
better tlian the a\cragc workmen, receiving higher wages, 
and in (he end raising the ‘norm’ of production to a higher 
level. 

These measures were sound attempts to exploit the positive 
social feelings of the workers in order to raise the productivity 
of labour: a much more disputable method was the discrimi¬ 
nation against workers who did not reach the results demanded 
by the Plan. The Udarniki (shock brigaders) were praised and 
feted, their photographs could’ be found in the papci-s, and 
their names were ^veil known all over the country—at least 
for some time—but incfTicicnt workers were not simply left 
alone with low wages and no consideration. The factory wall 
papers ridiculed their work; their names and benches were 
adorned with caricatures, with pictures of the snail, turtle, 
etc., and sometimes they were even dismissed or transferred to 
lower positions with smaller wages. 

These psychological methods were from the very beginning 
used together with material incentives which became much 
more important after the propaganda methods lost their 
novelty value. The use of piecework was further extended, and 
it became the dominant wage system of the reconstruction 
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period. The shock brigades received higher basic wages, and 
were furthermore rewarded by considerable premiums in 
money and in kind which were distributed among the mcml)crs 
of the brigade. The material conditions of the workers were, 
however, determined not so much by the amount of their 
cash incomes, but by their position in tlic hierarchy of rationing. 
The social and economic consequences of this partial return 
to wages in kind were exlremcl>' important and not a little 
paradoxical. 

On the one hand, it was pointed out by acute obseiAcrs 
that the inequality in real incomes was greatly reduced by 
.the rationing system as such and by the fact that the jjrices of 
the free market were exorbitant: 

‘. . . A man wlio gets 200 roubles a month does not, in actual 
value, get twice as much as a man who gets 100 roubles—and 
still more, a man who gets 800 roubles does not get eight times 
as much.’ (44) 

It was especially noted that this system worked to the dis¬ 
advantage of professional people who may have earned high 
rouble incomes, but who could not buy in the ‘closed’ co-oper- 
atives of the large factories where prices were extraordinarily 
low. 


‘. . . another serious drawback of the rationing system was that 
llic nominal amount of liis money wage was of less importance 
to the worker tlian his ration category. Also, since as a matter 
of principle manual labour was rated higher than technical 
skill, there was no great inducement for the worker to improve 
his qualifications and become engineer or technician. . . .’ (45) 

But this medal had also its reverse. The shortage of food 
and consumption goods, the reduction of working-class con¬ 
sumption to the subsistence level caused all differences in the 
manner of satisfaction of these primitive wants to come out 
in grotesque clearness and force. On the dark background of 
generally insuflicicnt food and bad clothing, better food and 
better clothes formed a striking contrast. After some time of 
irresolution, the social and economic policy of the Government 
consciously exploited these simple psychological facts in order 
to form the elements of a technical working-class aristocracy 
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which was hound to develop in the course of tlic progressing 
industrial revolution. 

In view of the low absolute level of the standard of living, 
propaganda methods, including the incentive of acquiring 
social honour and avoiding social disgrace, were bound to be 
ineffective in the long run as compared to material rewards 
and material punishments. The general shortage of food and 
consumption goods prevented the creation of a special luxury 
demand, but the Govcrnmejtt developed a complicated system 
of differentiated closed shops and consumer castes whicli was 
partly used for the needs of the bureaucracy, but partly for 
attracting and distinguishing the scr\'iccs of skilled workers 
who were particularly useful for industrial reconstruction, and 
whose position was strcngllicned by the breakdown of the Plan 
in the sphere of industrial quality and the rise in the pro¬ 
ductivity of labour. 

1 his energetic and partly successful attempt to overcome the 
backwardness of Russian industry created new social problems 
of great importance. In order to create an efficient industrial 
system the Soviet power established new social privileges and 
sanctioned the creation of new social groups. This was very 
dangerous in itself, but it was only by the changes taking place 
during these years within the ruling bureaucracy itself that this 
process became permanent and irrevocable. 



CHAPTER NINETEEN 


ABO\'E THE CLASSES 


(i) The role of the executive power 

* 

In the course of only five years the reorganization of agri* 
culture and the reconstruction of industry was partly prepared 
and partly completed. The contradiction between primitive 
agriculture and backward industry, on the one hand, and the 
political and social power of the revolutionary forces, on the 
other, could be finally sol\Td. Russia’s post-revolutionary 
society was free from tlie rule of a handful of business men, and 
the ‘wells of social wealth’ could irresistibly flow forth. . . . 
Now was the time to realize Lenin’s last dream—more than 
one hundred thousand tractors tilled the soil, more than ten 
billion kwh of electricity replaced human effort by mechanical 
energy, and the peasants were no longer bound by their 
individual farming methods to backwardness and greed, but 
cultivated the land collectively and with the help of modern 
machinery. . . . 

The real situation in Russia at the end of 1932 was a grim 
travesty of this flight of imagination of a revolutionary Doctor 
Faustus. Famine in the Ukraine and the Northern Caucasus 
was foreshadowed by constantly recurring rumours, the urban 
population lived in a state of chronic malnutrition and nervous 
tension, and—the unstable balance of power during the 
N.E.P. between the Soviet bureaucracy, the workers and the 
peasants had been replaced by the rigid and complete sub¬ 
ordination of the whole people to the despotic rule of the 
bureaucracy. 

This process was probably the most intricate of the dramatic 
and surprising developments of this period. By deciding to 
break the N.E.P. dilemma by force, the Soviet power entered 
a danger zone highly charged with electrical tension. For the 
new organization of public distribution replacing the market 
and controlling the life and work of one hundred and twenty 
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million peasajits a huge bui'caucralic system liad to be created. 
The struggle against the kulaks confronted the So\ ict power with 
the problem of police superv ision of a wliolc social class, an 
executive task of unheard-of dimensions. The G.P.U. now 
1 h'( ame the ultimn ratio of the collectivization campaign. The 
functions of the police were widened to an extent unimaginable 
in earlier times. The supervision of the poj)ulation, the organi¬ 
zation of secret iiials for j)olilical criminals, the execution of 
sel(-dcspat( heel death-wan ants, and even the management 
ofenormous construction works (White Sea Canal) by hundreds 
ol thousands of political prisoners was undertaken by the Secret 
Police. 

In the towns the tasks of the G.P.U. increased as well, 
though not to the same extent. The burdens of the ‘Plan’ were 
suflicicntly great to increase the number of grumblers and 
dissatisfied -elements. Kspecially the ‘intelligentsia’ suffered 
severely under the lower living conditions and the higher 
claims on the labour of the ‘experts.’ However cautiously the 
oflicial reports about sabotage and ‘diversion’ must be regarded, 
it cannot well be doubted that many servants of the Soviets, 
mostly among those with different social antecedents, worked 
sceptically, listlessly, and badly. The G.P.U. used more refined 
methods of observation of an increasing number of people 
in order to discover real delinquencies or to find plausible 
explanations for failures and breakdowns which were actually 
a consequence of bureaucratic mistakes. In spite of the pre¬ 
vailing fear of the all-pervading G.P.U., direct police tenor 
against the workers vv^s comparativ’cly rare during these years, 
and the Government chiefly relied on the work of factory 
managements, Trade Unions, and local Communist ‘cells’ 
in its relations to the working class. 

The administrative machine grew with the progress of 
industrialization and the creation of the collective farm system. 
The power of the Red Army grew at the same time owing to 
the progress made by heavy industry and the building of 
military machines which was an important, though as yet 
not the most important, branch of machine construction. 
Police and army, on the one hand, and the economic bureau¬ 
cracy, on the other, were the body of the bureaucratic dic¬ 
tatorship whose ncrv'c system was the Communist Party 
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which secured its subordination to the orders of the br<un. the 
numerous cells of the Kremlin under Stalin's direction. 

During this period the living conditions of the masses 
deteriorated sharply. The growing stress and the growing 
sacrifiees demanded from the masses required an ab>oIuteI>' 
reliable executive power with unimpaired striking force in 
case of emergency. If the living conditions of the bureaucracy 
had deteriorated to a similar extent as those of the masses 
its reliability as an instrument of the Government would 
have been destroyed; for this reason particularly the armed 
forces had to be supplied much belter than the rest of the 
population. The G.P.U. shops belonged to the best of the 
country, similar, and partly even better, shops existed for the 
highest officials of State and party. Although supplies were 
nowhere excessive or even ample according to \Vcstcrn 
standards, these facilities raised the standard of living ol‘ these 
privileged groups very high in comparison with the level of 
subsistence or scmi-staivation of the workers and the mass of 
the peasants. 

The Government succeeded in maintaining the loyally of 
police and army in all difficult situations, but the Soviet Union 
had to pay a high price for this achievement. From a simple 
instrument of the Soviet power the executive was transformed 
into a privileged group which, in it.s living conditions, had 
nothing in common with the working class, and which was 
firmly allied with the ruling bureaucracy which secured its 
privileged existence. The bureaucratic rulers of the country 
could be well satisfied W’ith this development, at least as long as 
they succeeded in preventing the leaders of the army and police 
from cherishing higher ambitions, but the chances of Socialism 
in the ‘Socialist country’ fell completely to zero. The executive 
power, on the other hand, from now on had a vested interest 
in the maintenance of the existing state of affairs; its struggle 
against oppositional movements was therefore not only an 
expression of its professional pride and honour, it was an 
embittered war against the enemies of its position—a fact that 
ought to be borne in mind for later use. Originally created to 
protect a policy essentially independent of police interests, 
the executive power became an independent force whose 
activities were themselves determining a certain political line. 
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I he polite remained a dc\'olcd servant of the Soviet bureaucracy 
and its interests, but tlic Soviet State itself was gradually 
changing into a dictatorship in the service of the police.. 


(2) The new social policy 

Joining the first few years of reconstruction 'wage levelling’ 
was very much in use, partly owing to the upsurge of primitive 
popular enthusiasm, partly owing to the still undiscriminating 
rationing system. After 1931 tliis tendency was intensely 
attacked by the Government, and a new differentiation of 
wages and salaries was prescribed from above. The wage level 
in heavy industry' was raised considerably in advance of that 
in light industry, and at the same time the wages of udarniki, 
foremen, masters, managers were raised all over the country, 
the highest officials •were granted a share in the profits of their 
enterprises, and later on the income limit for Communists 
was altogether abolished. 

Was this policy a necessary outcome of economic conditions 
or was it simply a dc\ ice of the bureaucratic rulers to reinforce 
their owti position by creating a working-class aristocracy? 
As usual, the question is far too simple for a simple answer. 
I he C’ommunist.s, from Stalin down to the last literary 
propagandist of the Soviet regime, based their policy on 
Lenin’.s interpretation of the important remarks made by 
Karl Marx in his criticism of the Gotha programme of the 
German Social Democratic Party (J875). According to Lenin’s 
irreproachable interpretation in Slate and Revolution (1917) 
Marx tlistinguishcd between ‘Socialism’ as the lower phase 
of post-capitalist development, marked by the continued rule 
of‘bourgeois law’, i.c. by the principle that inequality is just 
for unequal persons (from each according to his ability, to 
each according to his work), and between fully-nedged ‘Com¬ 
munism’ (from each according to his ability, to each according 
to his needs). This distinction is theoretically and practically 
wise and important, and it remains to be seen whether it 
really covered the practice of Soviet policy during the First 
Five Year Plan. 

The principle ‘from each according to his ability, to each 
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according lo his work’ certainly covers the general use of 
piecework. Although Trade Unions all o\er the world reject 
at least some of the typical characteristics of this system, 
conditions in Soviet Russia were fundamentally dilTercnt from 
those in capitalist countries, and there was much more scope 
for raising the intensity of labour witliout grave consequences 
for the health of the workers. It appears, however, that these 
limits were soon passed and, in spite of its theoretical justifi¬ 
cation, piecework was hardly less burdensome to ^vorkcrs in 
Soviet industry than in other countries where the Trade 
Unions are too weak to protect the workers. 

But the importance of money wages was strongly modified 
by the widespread rationing of necessities. The workers were, 
again, mainly interested in their ‘payok,’ their ration, the 
quality and quantity of their warm dinner in the factory 
dining-room, occasional grants of clothing, stay in a rest-home 
or sanatorium, and, in larger towns, cultural benefits. The 
rationing system of the Piatiietka was distinguished from that 
of War Communism by its carefully weighted differences for 
different workers. Apart from ‘closed’ shops for party and 
State officials, etc., even within the ‘closed’ shop of an indi¬ 
vidual enterprise the distribution of goods was by no means 
equal. Deficit goods were sold only by special permission of 
the management to workers with good records. The skilled 
artisan or the udarnik could hope to get his great-coat or his 
boots much earlier than the labourer. In view of the insufficient 
supplies of the.se goods, ‘earlier’ was in many cases equivalent 
with ‘exclusively.’ The holder of an udarnik ration book could 
enter a shop without wailing in a queue—unless supplies did 
not even suffice for the privileged customers. In the factory 
dining-rooms the management, higher officials, and udarniki 
received more and better food in better surroundings than 
common labourers. The difference between rich and poor, in 
a money system certainly much greater but fluid and shapeless, 
was fixed into a rigid system of preference and precedence. 
The actual privilege of the wealthier penon on the market was 
replaced by the legal claim of the political leader, the secret 
policeman, the skilled workman and administrator, to better 
food and other supplies. This development may have been 
inevitable, but it created new groups of privileged persons, 
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and there was no guarantee for the abolition of these privileges 
in belter times. 

Mow far did these privileges really reflect differences in 
social value and social importance? The social location of two 
important prit ilcgcd groups is easy to determine. The G.P.U. 
had certainly decisive social tasks—but they were of great 
importance only to the ruling bureaucracy and not at all 
justified by tlic ‘Socialist principle.' On the other hand, the 
use o( foreign specialists was unavoidable for the time being 
—liowcver strongly certain personal selections and salaries 
may be criticized, riicir privileges were generally a conse¬ 
quence of diflcrcnccs in the national living conditions and 
justified by their work. 

Apart from the ruling bureaucracy and these two groups, 
])rivilcgcs were granted to the skilled wot kmcn and the execu¬ 
tive and administrative j)crsonncl of national economy. In the 
beginning these privileges were granted to urgently needed 
workers in key positions who had to be protected from the 
consequences of the general fall in the standard of living, and 
as a general rule it may be fairly assumed that at the beginning 
of this policy the remuneration of the workers was roughly 
proportionate to the quantity of their work. But the upper 
millstone of rising intensity of labour and the lower millstone 
of deteriorating living conditions caught the working class and 
tormented it without merev. The food of the worker was 
lacking in vitamins, fats, and protein, and did not yield enough 
energy for a day of strenuous tvork. He lived in overcrowded 
rooms, and used many of his free Itours standing in queues 
before empty shops, and his work became thoughtless and 
defective. The means of transport were pathetically insufficient 
for the needs of the masses who arrived late in the factories 


and broke the strictly enforced rules of labour discipline. 
Unjustified absence from work, slow and defective work was 
punished by the management by reducing food rations below 
the normal; thus the evils which ought to have been prevented 
were created on an even larger scale. The results of the disci¬ 
plinary action taken against ‘lazy’ workers and ‘loafers’ were 
disappointing because these delinquencies were caused not by 
malevolence but by poverty and exhaustion. 

On the other hand, a thin layer of workers was partly 
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exempted from these privations—in the beginning undoubtedly 
owing to their better tvork. Thus they were able to work 
better than the rest of the workers wlio lived in conditions which 
were simply too bad to enable them to work properly. What¬ 
ever may have been the initial intention of the Communists, 
during the years 1931 to 1933 a vicious circle de\ clopcd where 
the condition for better work was better living conditions, 
while the latter could be had only by better work. 'I'hus better 
work no longer depended on higher personal sacrifice; on 
the contrar)’, the worst paid and worst treated workers may 
ha\’c suffered incomparably more than their more successful 
udarnik colleagues. In spite of that, the aristocracy of workers 
remained up to the end of this period an aristocracy of merit, 
and was still widely different from a mere bodyguard of the 
bureaucracy. Nevertheless it was a privileged group and, for 
the time being, quite effectively closed to additions from 
below. Although, in spite of the general exhaustion, many 
individuals succeeded in improving their qualifications and 
joining the better treated working-class elite, the masses were 
excluded from this possibility above all by their miserable 
conditions. 

The answer to our question is, therefore, at least threefold. 
Some privileges, e.g. those of the foreign specialists, were 
roughly an expression of the ‘Socialist principle,’ and therefore 
transitory. Others, as the privileges accorded to the bureau¬ 
cracy and its repressive organs, had nothing whatever to do 
with this principle. Others again, as those of the skilled workers 
and of the executive and administrative personnel, were the 
effects of economic necessity but the cause of a new social 
differentiation. An alliance bettvecn the ruling bureaucracy 
and these privileged groups of the working class may have 
been in preparation, but it was not yet an important political 
factor. But it is true that the ruling bureaucracy which before 
had been distinguished from the rest of the people much more 
by its power than by its material position now became for the 
first time the main privileged group in the country—a fact 
which caused many old Bolsheviks serious heartburnings and 
created a psychological stimulus for the formation of a working- 
class aristocracy. 
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(3) The bureaucracy and the progress of Soviet society 

No judgment about official Soviet policy during these years 
must neglect the fundamental fact that the Soviet power acted 
in a grave emergency situation whose elements, though partly 
the results of past mistakes, were independent of its will. The 
two most important objections to Soviet policy may be summar* 
ized as follows, [a) In agriculture the Government delayed 
energetic action against the kulaks until their resistance could 
be broken only by brutal force; its bureaucratic blindness 
caused the application of similar coercive measures to the 
mass of the peasantry, and thereby was responsible for terrific 
injuries 40 Russian economy, {b) In industry the Communists 
were afraid to put the facts before the workers, and therefore 
created a totally unsuitable atmosphere for the solution of the 
real, though unpalatable, problems. As a direct consequence of 
this moral and political cowardice, the great “advantages of 
planning were completely lost because the Five Year Plan 
was no real plan at all. 

Minor avoidable mistakes were caused by the bureaucratic 
organization of the economic system. Saving in the wrong 
place was matched by stupendous prodigality. Foreign special¬ 
ists with high dollar salaries were idly sitting in Moscow hotels 
because the factories were not yet built which they had been 
asked to organize. Complicated machinery, imported for badly 
needed foreign exchange, was rusting in barns or in the open 
air, because it had been sent to the wrong place or without 
some e.sscntial parts which had been overlooked. Newly- 
installed plants had to be stopped owing to minor breakdowns 
which could not be repaired within the Soviet Union. These 
consequences of bureaucratic planning show the indifference 
towards the properly of the people which contrasts badly with 
the jealous care of the bureaucrats for their own position. 

It is an open question whether the deficiencies of bureau¬ 
cratic reconstruction were inevitable faux frais' of Russia’s 
political development or signs of the incompatibility of 
bureaucratic dictatorship with the further growth of the pro¬ 
ductive forces of the country. The terrible fall in the living 
standard of the people, culminating in the famine of 1932-33, 
almost suggests the latter conclusion? On the other hand, it is 
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a fact that the expenses of economic reconsiructiou had to be 
paid for by the workers and the peasants, whatever the political 
system of the coutUiy. And it would be completel)’ wrong to 
assert that the bulk of these sacrifices was unneccssaiy or in 
vain. Fifteen hundred new factories, canals, electric stations, 
model farms, and M.T.S. were the result of these years. It is 
true that breakdowns occurred veiy' frequently, and that the 
wear and tear of the new fixed capital was excessi\e, that 
production costs were rising, or that quality Avas sacrificed to 
quantity, and that in general a serious disproportion between 
expenses and results could be observed. These faults may have 
reduced the value of those achievements, but they certainly 
did not destroy it. 

After all is said and done, it is certain that for the period 
under consideration the positive achievements vvere still great 
enough to indemnify Russian society for the sacrifices demanded 
by the Government. Cut important new problems were rising 
on the horizon. With the completion of the technical basis of 
the new economic system the importance of the human factor 
was bound to grow, particularly in industry, and nowlierc 
did Soviet policy produce more questionable results tlian in 
the sphere of the productivity of labour. All the difficulties 
of reconstruction, whether planned or unplanned, had been 
solved at the expense of the masses. Wherever the Soviet power 
knocked itself against the inelastic walls of material impossi¬ 
bilities, new exertions by workci-s and peasants had to repair 
the damage done by elemental forces or by bureaucratic 
stupidity. In the beginning the peasants had to bear the brunt 
of these' demands, but later on the workers were called upon 
to bear the lion’s share of the costs of reconstruction. 

The bureaucratic Soviet power did not really care for the 
human costs of this process. Every piece of inachiner)’, the 
services of every foreign specialist had to be paid for in 
foreign exchange and were therefore valuable; the workers, on 
the other hand, could always be induced or compelled to in¬ 
crease their efforts. But the defective organization of production 
and the deterioration of living conditions were soon expressed 
in the failure of most production plans. The indifference of the 
Soviet bureaucracy to merely ‘sentimental’ considerations was 
the direct reason for surprising defeats on the industrial front. 
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1 he mo^t important remedy evolved by the Government was 
itself a si^n that it despaired of improving the situation as a 
wliolc. 

At the end of the First Five Year Plan it was already com¬ 
pletely clear that the problem of raising the producti\ity of 
labour was the most important issue determining the further 
course of Soviet economy. Mechanization was not the end but 
only the beginning. Hunger and exhaustion had been stronger • 
than propaganda and enthusiasm. The new social policy of 
the Soviet power was fundamentally similar to the old social 
policy of capitalist industry, though more ruthlessly applied 
than in capitalist countries. Its further history must be regarded 
as tlic shibboleth of the Soviet power in its bureaucratic form. 
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CHAPTER TWENTY 


THE SOVIET POWER AND THE PEASANTS 

(i) The recovery of ngriculture 

The good hanest of 1933 inaugurated a period of unbroken 
agricultural recover)'. Although quantitative results were 
uneven and not very impressive, the fundamental success of 
the agrarian reorganization decided all cjucstions of power for 
many years to come in favour of the Soviet Government, and 
the peasants settled down to work under the new conditions. 
They discovered soon that they did not fare any worse, and 
often very much better, than in earlier years as individual 
farmers. 

With one exception, the years of the Second Five Year Platt 
(1933-37) were distinguished by comparatively favourable 
weather conditions, and the contrast in grain harvests against 
the previous five years is very remarkable indeed. 1937, the 
last year of the Second Plan, was distinguished by a bumper 
crop, and that year’s harvc.st has since not been reached again. 
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Grain exports were practically discontinued, and these harvests 
guaranteed the satisfaction of all grain requirements of the 
Russian people, Yet even during these years the extremely low 
yields of grain cultivation improved only a little. In spite of 
capital investments running into many billions of roubles, in 
spite of the almost complete mechanization of grain production, 
yields per hectare increased only from 8*5 quintals in 1913 
to 8*9 quintals in 1933, and to 9-6 quintals during 1936-38. 

Further appreciable progress was made in the production of 
technical crops. In some cases production was doubled or 



SOVIET RUSSIA 


250 

ircblcd {coilon and sugar beet), although at higli costs, but in 
other directions results were distinctly disappointing: 


Techmcal Crops, Octpct in Million Ql-intals 



f93^ 

fOiS 

‘9!5 

1937 

i93''»-3S 

Couon 

1 / 

13 ^ 

\ T 2 

258 


Suqar bed 

656 

90 0 

162-1 

2i8-6 

184*6 

Flax .. 

f,0 

36 

5-5 

5-7 

57 

OiUccds 


.}f>o 

.42 -7 

5 «i 

46-7 (1) 


In coinp.irison wiili pre-war conditions, tlic production of 
raw cotton had been more than trebled, and the output of the 
Ollier technical crops was approximately doubled. In spile of 
growing home requirements, the raw material problem of the 
textile and food industries was generally solved. 

Finally, important improvements in cattle breeding were at 
last realized. Even so llic losses of the First Five Year Plan 
were not quite replaced at the end of the Second: 
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At the end of the reorganization period, the number of pigs 
was () ])cr cent higher than before the revolution, but the 
numbci of oxen and cows had declined by 6 per cent, sheep 
and goats by 33 per cent, aiul horses 53 per cent. Even now 
the Soviet Union is still suffering from the effects of the 
collectivization crisis in the lack of animal foodstuffs, hides 
and leather, etc. 

Russian agriculture has lost during the reorganization period 
not less than 17-7 million H.P. The Government, on the other 
hand, disposed at the end ‘of the Second Five V'ear Plan of 
454,500 tractors with 8,385,000 H.P. (1938—483,500 machines 
with 9,256,200 H.P.), (i) which arc certainly more evenly 
distributed and better used than the horses of. the individual 
peasants were fifteen years ago. Nevertheless a net loss of 
8 million H.P. remains, and the Government is seriously 
perturbed about the economic and, even more, the military 
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dangers of this fact; the comparatively large part played by 
sabotage of horse breeding in the third Moscow Trial may be 
regarded as a distorted expression of this anxiety. The failure 
of the oil industry to expand according to plan, and according 
to the rising demands of mechanized agriculture and of the 
mechanized army, may have extremely serious repercussions 
on the state of agriculture should war demands on oil material¬ 
ize. 'Ihc usefulness of the tractors would be greatly impaired 
in such a case, and Russian agriculture would feel the full 
effects of the reduction in the number of horses. 

The first thing necessary for making a fair appraisal of Soviet 
agriculture at the end of the Second Five Year Flan is a proper 
starting-point. In view of the growth of population, comparison 
with pre-war conditions leads to very unfavourable results, 
perhaps with the exception of technical crops. The picture is 
even worse if the demands of the Plan arc used for purposes 
of comparison. The Plan demanded a doubling of agricultural 
output, but in 1037, a year of unusually favourable conditions, 
production reached only a value of 20,100 million roubles (2) 
as compared with 13,071 million roubles in 1932, i.e. the Plan 
was ‘fulfilled’ only by one half. 

Successes appear very impressive, on the other hand, when 
compared with the state of things at the end of 1932; but it 
may be questioned whether there is really much reason for 
pride and self-congratulations because part of the mischief 
done during 1929-33 was repaired at enormous cost during 
*933-37- The quick recovery of agricultural production had 
in any case salutary consequences for the food industry and for 
the living conditions of the workers, although Soviet statistics 
arc apt to exaggerate this effect by obscuring the fact that the 
number of consumers of manufactured foodstuffs greatly 
increased during this time. In spite of the non-fulfilment of 
the agrarian Plan, food industry was the only branch of Group 
B industries to develop fully in accordance with the Plan. The 
nutrition of the Russian people became once more normal and 
ceased to be one of the most difficult problems of economic 
policy. Above all, however, the relations of power between 
the Soviet State and the peasants had been completely changed 
since the end of the N.E.P. and the Government was in control 
of agricultural production and distribution. 
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I hc fate of collectivization was decided during 1933. The 
famine of the spring months con\inced the peasants that the 
State power was adamant in its demands, the good harvest 
prevented the physical breakdown of the whole system. During 
the following five years collectivization was extended to prac¬ 
tically the whole peasantry, but the qualitative results remained 
not very impressive. 

At the beginning of the Second Five Year Plan there were 
still 8,200,000 individual peasants in existence who tilled 
15,200,000 hectares of grain land. (3) This large minority of 
])casants tverc by no means 'kulaks,' but, on the contrary', 
peasants with a sown area of only two-fifths of the average area 
sown per collectiNC farm household. For this reason it was 
comparatively easy for the Government to bring most of these 
jicasants into the collective farms. At the end of 1938 only 
1,300,000 individual peasants remained compared to 18,800,000 
collectivized households; their sown area was a bare 600,000 
hectares, (t) and their influence on grain production negligible, 
but they were ^el7 well paid as seasonal workers in collcetive 
farms, and therefore an obstacle to the introduction of new 
methods of labour organization and discipline into collective 
farm work. I his fact, and not a fantastic and non-existing 
kiilnk danger, was mainly responsible for their final ‘liquidation’ 
which is probably completed by now. 

During these years mechanization and technical reorgani¬ 
zation of agriculture were vigorously pushed ahead. The 
number of tractors increased strongly, but it should be noted 
that, while it was doubled between 1933 and 1936, the increase 
during 1937 and 1938 was only 14-4 per cent, (i) The Plan 
was completely fulfilled, but it is probable that the need for 
further tractors is still considerable. Other remarkable results 
were achieved in the production of harvester combines, tlie 
number of which increased from 25,400 in 1932 to 128,800 
(in 1938 even 153,500), which garnered more than one-half 
of the total grain hancst (4) and greatly reduced harvest 
losses which in earlier times amounted to as much as 10 pood 
per hectare, or approximately 20 per cent of the gross harvest. (5) 
Similar, though less spectacular advances were made in the 
building of lorries, etc., and Stalin was probably on firm 
ground when he asserted in March 1939 ‘that the reconstruction 
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of our agriculture on the bases of a new, modern technique is 
on principle already completed.’ (i) 

This agriculture is distinguished from the original intentions 
of the Government by the relative neglect of State farms and 
by the concentration of all efforts on the support of collective 
farming. The number of tractors in the State farms remained 
practically stationary, whereas the number of tractors in the 
M.T.S., which are ser\'ing the collective farms, was trebled 
during the Second Five Year Plan. It is, therefore, surprising 
to learn that in 1938 only three-fourths of the sown area were 
cultivated by M.T.S., (4) although the Plan had expected to 
cultivate the whole grain area with the help of a smaller 
number of M.T.S, than were then actually in existence. 

The enthusiasm for huge grain factories under public manage¬ 
ment, completely independent of the peasants, characteristic 
of the First Five Year Plan, had vanished ten years later. 
Between 1928 and 1932 the grain acreage of State farms 
increased from 1-5 to ro-8 million hectares, (3) at the end of 
1937 it had again fallen by one million hectares. (6) The 
reasons for this reversal of Communist policy must be sought 
in the failure of the State farms to fulfil the expectations of 
their advocates. They seem to have been (and to be) particu¬ 
larly inefficient, and the unsuccessful campaign against their 
bureaucratic defects, inaugurated by Stalin himself on the 
Seventeenth Congress of the Communist Parly, only showed 
the difficulties of effecting a change for the better. Five years 
later it was Molotov’s turn to confess that it was still a task 
for the future to make the State farms profit-earning. 

(2) The Government and the collective farmers 

The promises made by the Government during the spring of 
1932, although they came too late to prevent crisis and famine, 
were the starting-point for a new agrarian policy which seems 
to continue up to the present day. Instead of force, material 
inducements arc used to an increasing degree in order to 
mobilize the energies of tho Russian peasant in the service of 
the collective farms. 

The most primitive and least original method of influencing 
production by means of the State power is taxation policy. 
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The ‘quota,' which the peasant has to deliver against only 
nominal payment, was reduced in 1934 and was to remain 
stable in case of higher yields, thus inducing him to work 
better because he knew that he would be allowed to retain the 
full margin of his higher efforts. Seed loans, granted during 
the dark years of collccti\’ization. were made repayable after 
some years in order to gi\ c the peasants at once higher incomes. 
The agricultural tax was not to be increased if the sown area 
was in excess of the size prescribed by the Plan. Finally, a 
large part of the debts of the collective farms, not less than 

roubles, (7) was wiped out completely by Decree 
of December 23rd. 1934. Qjuite recently taxation has been 
used, on the contrary, to penalize violations of the collective 
farm constitution and to prevent reduction of sown areas 
below the level of the Plan. 

All these concessions were made to the collective farmers 
only, while the burdens carried by the individual peasants were 
constantly being increased, and in the spring of 1938 a new 
(lri\ c for the destruction of the individual peasants was organ¬ 
ized. and further intensified at the beginning of September 
•939 hy a change in the agricultural tax which vcr>’ probably 
will suffice to ‘liquidate’ completely the remnants of individual 
peasantry still existing in the coiintr)'. 

The position of the collective farmers was further improved 
hy social and economic measures. From a psychological point 
of view it may have been important that the collective farm 
land was given in perpetuity to the collective farms (Second 
Collective Farm Congress, 1935). In order to reduce the burden 
of administration, which in a bureaucratic State is always 
liable to be excessive, administrative expenses were limited 
to 8 per cent of the total number of labour days. A similar, 
and even more important, limitation was imposed on the 
amounts used for communal investments, reserves, and ex¬ 
penses, which were greatly resented by the peasants, and which 
were, indeed, partly local taxes in disguise. After some-pre¬ 
liminary orders it was finally decreed on April 19th, 1938, 
that at least 60 to 70 per cent of the cash income should 
be distributed amongst the collective farmers, and that 
the upper limit of communal investments was to be 10 per 
cent. 
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The method of calculating the share of every collective 
farm worker was repeatedly changed. The system of labour 
days in its original form proved too clumsy for the purposes 
of the Government and was considerably modilicd. .\lrcady 
in 1935 special premiums were granted to good brigades’ for 
work of higher quality than the average in order to counter¬ 
balance the consequences of piecework which normally leads 
to the sacrifice of quality to tjuantity. Normal members of 
ilicse special brigades were to get a premium of lo per cent, 
udarniki of 15 per cent, and group leaders of 20 jjer cent over 
and above the total of their labour days. 

At the same time the Government underlined the importance 
given to special branches of agriculture by different scales of 
remuneration for the collective farmers engaged in them. Thus 
cotton growing or cattle breeding could be fa\ourcd in com¬ 
parison with the routine jobs of collective farm work. The 
number of actually worked labour days was multiplied by 
coefficients ranging from one-half to two or even to three. 
Thus in some cases only one-half of the actually worked labour 
days was paid for, while other people got three times higher 
payment than was justified by their efforts and skill—a new 
departure which was clearly incompatible with the “Socialist 
principle’ (from each according to his ability, to each according 
to his work). The combined result of all these measures was, 
of course, progressing differentiation of peasant incomes 
within the collective farms, though there still remained some 
rough proportion between efforts and income. 

These inducements to higher efforts were supplemented by 
new, and highly questionable, regulations conceining the 
private economy of the collective farmers. In 1935 the private 
plots of collective farmers were regulated and in many cases 
increased. Udarniki and other favoured persons were privileged 
by the granting of larger plots, up to two and a half acres, and 
the differentiation of the collective farmers received a new and 
dangerous stimulus; the danger consisted in the strengthening 
of private interests outside, or even in opposition to, those of 
the collective farms. Apart from that here again a glaring 
violation of the ‘Socialist principle’ was committed. It was a 
new case of according privileges to people in a certain category 
owing to their membership in this category, and the Govern- 
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mciit deserved the difficulties which only a few years later arose 
in this vexed question. 

Though these measures can only partly be defended by the 
official explanation that they were necessary for the increase 
of agricultural output within the framework of the new organi¬ 
zation, this aim was more or less attained. The starting-point 
for this policy was certainly sound; it was the undeniable fact 
that even after the fundamental success of collectivization the 
peasants remained peasants, and the official policy was a 
workable, and probably a vcr>' good, compromise between the 
interests of national economy as a whole and those of the 
peasants. I'luis their approval of collectivization was being 
won at last, and it may be said for certain that individual 
small-scale farming is a thing of the past in the Soviet Union. 
After the solution of the fundamental difficulties in the relations 
between the Government and the peasants, everything de¬ 
pended on the ability of industry to regulate the commodity 
exchange between town and country in the interests of both 
parties, i.c. to increase the supply of industrial goods for the 
peasants. 


(3) The new market 

The use of force for the extraction of agrarian produce was 
necessary for some time, but clearly impossible as a long-term 
policy, because it was bound to bring about a violent agrarian 
crisis. During the Second Five Year Plan a compromise 
between the interests of the peasants as consumers and the 
State had to be found, and at the cad of the year 1937 this had 
probably been done. 

Supplic.s of foodstuffs were much better than during the 
preceding five years, above all owing to the discontinuation 
of grain exports. The Soviet Union exported in 1930 grain to 
the value of 882-4 million roubles; 1933 the value of grain 
exports had fallen to i76'9 million roubles, and in 1936 
it was not more than 35-9 million roubles, (8) although it 
should be noted that 1936 was an exceptionally bad year. In 
any case the stopping of grain exports released many additional 
millions of tons for the home consumption of the peasants and 
the supply of the towns. The latter were growing not so quickly 
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as before, and the town population was again able to satisfy 
its requirements of bread, the standard food of the Russian 
people. 

The elemental pressure on the supply system of the Govern¬ 
ment was thereby greatly reduced, and this enabled the Soviet 
power to organize at leisure its system of agrarian collections 
on the lines laid down previously. In the spring of 1933 the 
agricultural ‘quota’ was simplified and transformed into 
ta.\es which could be considerably reduced during the following 
years. For the remainder of its requirements the Government 
principally relied on the market, i.c. on the voluntary sales of 
agricultural produce by the peasants in exchange for industrial 
goods; the most important exception to this rule is cotton. 

In order to stimulate voluntary sales of agrarian produce, 
a new price policy was introduced which is clearly similar on 
principle to the new wage policy of this period. The delivery 
of surplus quantities of agricultural produce over the statutory 
or planned amounts is rewarded by premiums. This method 
was used for the first time, on Stalin’s personal initiative, for 
the cotton harvest 1935 and produced a quick rise in harvest 
yields and in gross production: 

Cotton Yield and Gross Production in Uzbekistan 
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Since 1936 the same method is being successfully applied to 
grain collections. It is important to note that the size of the 
premiums rises with the size of the surplus deliveries. In 1936 
the premium for collective farm deliveries amounted to 10 per 
cent if the surplus was less than five tons, but it rose to 
100 per cent for deliveries of over one hundred tons in excess 
of the planned quota. (9) Similar premiums were given for 
technical crops. 

A further large contribution to State collections of agri¬ 
cultural products is made by the M.T.S. It is based on a kind 

R 
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of barter between the Go\ ernmenl, which leases to the collcc- 
ti\ c farms agricultural machinery' and the seiA'ices of skilled 
mechanics, and the collective farms, which pay for it by a 
share in the hanest. (The accounting work is normally done 
by the State Bank.) The rales of pay for M.T.S. services arc 
on a sliding scale, changing with the yield of the haivesl. 
For haivcsting with combines 9 per cent of the harvest is 
charged, and the rates for ploughing and sowing never reached 
10 per cent. The complete utilization of the M.T.S. machinery 
and mechanics is guaranteed to the Government by the rule 
that their ser\iccs must he accepted by the collective farms 
whercser they arc available, and the State thereby acquires 
a further 10 to 12 per cent of the grain han c.sl without inter¬ 
ference by the market. 

In 1935, when mechanization was still far from being com¬ 
plete, the grain balance of the country was roughly as follows. 
From a gross harvest of about 90 million tons the peasants 
retained approximately 59 million tons, while 31 million tons 
were handed over to the State. Of this total, the production 
of State farms (which may Iiavc been as much as 9 or 10 
million tons) and the compulsory ‘quota’ of the peasants 
amounted to 18-6 million tons, payments in kind for M.T.S. 
services reached 5-7 million, and milling tax 700,000 tons, 
while peasant sales on the free market amounted to a further 
5 9 million tons. (10) The Government got about 30 per 
cent of the gross harvest without any trouble with the free 
market, and the problem of feeding the towns was solved. The 
peasants retained somewhat less grain than before the war, but 
many of them bought bread and flour from the co-operative 
.stores instead of using their grain at home. In the beginning, 
‘centralized’ collections were much more important than 
‘decentralized’ collections, but this relation underwent some 
change during the Second Five Year Plan, at least in secondary 
foodstuffs and raw materials. 

As far as the basic exchange between village and town was 
concerned, the Soviet Government succeeded in replacing the 
market by public buying organizations; it did not want, on 
the other hand, to prevent the renaissance of direct retail 
trading relations between the peasants and the urban con¬ 
sumers without interference by private middlemen. This 
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so-called collective farm irntlo was a necessary supplement to 
and a correction of the badly working public trade system, and 
in the course of time its size grew considerably: 


Collective 

Farm Trade 

Ti'R.VOVER ('000 

,000 Roi'BLES 

»033 

11,500 

1936 

I 5.6(K) 

1934 

14,000 

1937 

17,800 

>933 

14,500 

1938 

24.400 (i) 


Up to 1933, these figures undervalue the increase in volume 
of this free trade, because prices were quickly falling; on the 
other hand, it is practically certain that the increase for 1937 
and 1938 exaggerates the rise in volume, because prices would 
seem to have gone up again. This market is comparatively 
free; its prices were determined during the earlier years by 
the disproportion between the formal purchasing power of the 
people and the supply of foodstuffs and other consumption 
goods, since 1935 they can be greatly influenced by the 
Government owing to the abolition of rationing and the 
competition by public trade. 

The supply of agricultural produce is therefore regulated 
to-day in a manner thoroughly acceptable to the State, which 
receives a large share in the agricultural output and may claim 
that this is only a just consequence of the investment of many 
billions of roubles in agricultural production. But the peasants 
wanted and want not only modern means of production, but 
also manufactured consumption goods. Immediately after the 
reorganization crisis, up to 1934, the Government was clearly 
unable to accede to this demand. For this reason a very rigid 
rationing system was established in the village which was even 
more arbitrary than that of the towns. Village retail trade was, 
and is, formally in the hands of the co-operative societies which 
arc, of course, simply executive organs of the State. The pur¬ 
chasing power of the peasants was artificially reduced by 
raising industrial prices in the village high above the level of 
urban prices, but even so demand was always far in excess of 
supplies. ‘Deficit’ goods were, therefore, distributed only 
among udarniki'y normal collective farmers received the slender 
rest, and ‘loafers,’ or individual peasants, had to go without. (11) 

These emergency measures were not always satisfactory, but 
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they helped the Soviet power to weather a stormy transitional 
period. As late asjanuary loth, 1936, Molotov told the Central 
Executive Committee that trade in industrial goods was 
lagging behind seriously. But after 1935 village trade increased 
particularly quickly, probably much better than urban trade. 
The Government wanted to stabilize collectivization by 
satisfying the peasants as far as possible by selling them as 
many industrial goods as it could. According to the nature of 
things and the wishes of the Soviet power statistical data are 
particularly unsafe in this field, but it has been stressed by all 
expert observers of the Soviet Union that during the last few 
years—up to 1937—the supply of industrial goods in the 
village has greatly increased. It may for this reason be assumed 
that at the end of the Second Five ^’car Plan the last difficulty 
in the relations between the farmers and the Soviet power was 
overcome, at least on principle. 

In spite of many mistakes and terrible brutalities, the 
Communists have at last succeeded in reorganizing agriculture 
on a new social and technical basis. The collective farm 
constitution is a healthy compromise between the deep-rooted 
individualism of the peasants and the requirements of large- 
scale agriculture. The collection of agricultural produce partly 
by the State and partly by the ‘free’ collective farm market is 
a healthy compromise in the sphere of distribution. On the 
other hand, peasant demand for modern means of production 
is almost completely .satisfied, and supplies of manufactured 
consumj)tion goods for the village were on the upgrade at least 
up to the end of the Second Five Year Plan. 



CHAPTER TWENTY-ONE 


INDUSTRY DURING THE SECOND ri\ E YEAR PLAN 

(i) The fruits of the First Plan 

Contrary to all ofTicial promises, the first years of recon¬ 
struction were accompanied by a serious fall in the standard 
of living of the workers, but the sacrifices made by the Russian 
people during these years were not in vain. Although actual 
production'figures, with one important exception, lagged far 
behind the Plan, valuable preparatory work had been done 
which resulted in a quick increase in production during tlic 
next few years. 

The failure of industrial production to expajul in accordance 
witl} the Plan during the first Piatilctka is in grim contrast with 
the amount of capital investments, which was far higher than 
assumed beforehand. This was, on the one hand, the result 
of over-optimistic calculations and, on the other, a consequence 
of the incredible waste of materials and man-power. Apart 
from that it was caused by serious mistakes of official policy 
and official propaganda in the evaluation of the tempo of 
new constructions. If the time required for building mines, 
factories, and railways had been wrongly assumed to be three 
or five years instead of five or seven years (generally owing to 
wrong estimates of the productivity of labour), these new 
constructions were still in need of huge investments when they 
were already scheduled by the Plan to produce or to move 
millions of tons of coal, iron ore, steel, or cement. But in spite 
of these serious temporary consequences, non-fulfilment of the 
Plan did not mean that nothing at all had been achieved 
during this time. New constructions were generally opened 
much later than originally planned, but after some time the 
output of these plants increased suddenly and considerably, 
and continued on this level which was, however, generally 
still lower than that prescribed by the Plan. During the First 
Five Year Plan 25,000 million roubles—at 1933 prices, what- 
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ever this may mean—were invested in industry', but the value 
of enterprises newly put into operation was only 15,700 million 
roubles. According to the Second Plan, on the other hand, 
industrial investments were to reach 69,500 million roubles while 
industrial enterprises to the value of 69,100 million roubles 
were to be put into operation. (12) Many plants scheduled 
already for the First Plan started work only during the first 
years of the Second Five Year Plan. 

riuis it could be hoped that the seed of the First Five Year 
Plan, fertilized by sweat and blood, would bear fruit during 
the following period. This was true, of course, only under the 
condition that it had not been thrown away on waste land; 
wastcti energies, constituting a deplorably high proportion of 
the whole, remained witliout results, but wherever new con¬ 
structions really were under way it could be expected that 
after some time they would be finished and would turn out 
valuable goods. This time was extremely long in many cases, 
and the following instance, taken from the Third Moscow 
1 rial, where it was naturally attributed to wrecking, is as good 
as any: 


‘The second case was the Kuvasai Stale District Power 
Station. . . . The range for the delivery of coal was planned for 
a capacity of 75,000 kw', whereas the posver house was built 
for 48,000 kw, and the planned capacity of the station is 
70,000. ... 1 he elements of wrecking w’crc present in the very 
planning of the station ... and lastly what was caused in Moscow 
was the systematic failure to supply machines, and that is why 
the station, work on which was started practically in 1929-30, 
has been under construction for seven years and is not com¬ 
pleted yet.’ {13) 


Most of the unfinished plants of the First Plan which were 
completed during the Second Five Year Plan belonged to 
heavy industry. From a total investment of 25,000 million 
roubles not less than 85 2 per cent were invested in ‘Group A’ 
industries, and the slow expansion of heavy industry up to 
1932 may therefore be regarded as merely a temporary 
phenomenon. The chances of consumption goods industries 
were rather slender even during the Second Five Year Plan 
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because very litilc only had been done for their rcronstruciiop 
during the preceding ycai^. 

The first sketch of the Second Five Year Plan for the dc\ clop* 
ment of Soviet economy is contained in the so-called ‘directives’ 
of the Seventeenth conference of the C.P.S.U. (January- 
February 1932), which suffer VC17 badly indeed from the 
bureaucratic megalomania of these years. Coal production in 
1932 was actually 64.3 million tons; the ‘directives’ ordered 
an output of 250 million tons for 1937; the production of oil 
was to increase by 150-200 per cent, machine construction 
by 200-250 per cent. Pig iron was to be produced in 1937 to 
the tunc of 22 million tons (1932—6-2 million tons), electricity 
was to rise from 13,900 million kwh to not less than 100,000 
million kwh. {14) The First Five Year Plan of railway con¬ 
struction contained provisions for 17,000 km. of new railways 
{15) but the actual result was only an addition of 6,000 km. to 
the railway net of the country. In spite, or because, of this 
glaring failure the ‘directives’ ordered the construction of not 
less than 25,000 to 30,000 km. during the following five 
years. 

The Second Five Year Plan, as finally adopted in 1934, 
completely disregarded these ‘directives,’ and had much less 
ambitious aims. Nevertheless it contained, again, numerous 
impossible predictions and tasks. Total industrial production 
was to increase by 1141 per cent. In view of tlie general 
discontent with living conditions it was decided that the pace 
of increase in Group B was to quicken considerably. According 
to official claims of doubtful legitimacy, the output of con¬ 
sumption goods industries had increased by 53 percent between 
1928 and 1932; (16) during the Second Five Year Plan it was 
to rise by not less than 133*6 per cent.(17) Production goods 
industries were to increase their production by ‘only’ 97*2 per 
cent as compared to 116-2 per cent during the first Plan 
period. 

These aims were free from the ridiculous exaggerations of 
the ‘directives,’ but their realization as a whole was far from 
probable. The doubling of output in the production goods 
industries was a very ambitious but not neces^rily an imaginary 
task. At the same time the material conditions for raising the 
output of Group B industries by 133*6 per cent were con- 
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spicuous by their absence. In the immediate past these indus¬ 
tries, and particularly their most important branches in the 
food and light industr>% suffered from two grave handicaps— 
lack of raw materials and lack of larger and more efficient 
plants. The lack of raw materials was, above all, a consequence 
of the agrarian crisis. In view of its successful termination the 
Go\crnmcnt could hope for a considerable increase in food 
supplies and agricultural raw materials available for industry’. 
I'his improvement was bound to affect the condition of the 
food industrv almost at once because raw materials arc more 
important in this field than anything else. Things were, how¬ 
ever, different in light industry as a svhole, and particularly 
in the textile industry’, where capital investments during the 
First Five Year Plan, though far from insignificant, were too 
small to bring about the radical change without which 
conditions could not improve to anything like the planned 
extent. 

At the end of the N.E.P., the basic capital of Group B indus¬ 
tries was assessed at about 4,350 million roubles, that of 
Group A at 5,450 millions. Taking the years 1928-37 together, 
Group A industries were to increase their output by 350 per 
cent with the help of investments amounting to 75,000 million 
roubles (prices 1933), or fifteen times their initial basic capital; 
Group B industries, on the other hand, were to increase their 
output by 340 per cent with the help of investments of 19,600 
million roubles, or less than five times their initial capital, 
although their rescr\'es of technical capacity at the end of the 
N.E.P. had been nil. The Second Five Year Plan for the 
consumption goods industries again contained a large element 
of wishful thinking, and was not more possible of realization 
than its predecessor; the Soviet power was, however, unable to. 
demand less because in this field the Second Five Year Plan 
was not much more than a repetition of the First Five Year 
Plan. 


{2) Plan and reality 

The great efror(5 of the reconstruction period could be seen 
at the end of the Second Plan, particularly in heavy industry 
and machine construction: 
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Output op Heav'y 

I.VDUmUAL 

Bfuvnches 


(millions 

omitted) 





/pj7 Incuast in per c(nt 

Coal, tons 

64 -3 

127*3 


Oil, lom 

22-3 

30 5 

37 

Peal, tons 

> 3-3 

23*8 

79 

Iron ore, tons .. 

f 2 - 1 



Pig iron, ton^ .. 

6*2 

J 4 5 

>34 

Steel, Ions .... 

59 

* 7*7 

200 

Rolled metal, tons 

4 3 

13 0 

202 

Electrical energy, kwh. 

13.4^ 

36,400 

172 

Motor can, thousand units 

23*9 (18) 200 0 (1) 

737 


There is no doubt that at last a powerful heavy industry had 
beeri created, and that the shortage of most of the important 
industrial raw materials was being overcome. Only the 
development of oil output during these years was a .serious 
disappointment. The quick expansion of oil production during 
the first years of reconstruction led the Communists to the 
ple^ant assumption that this process could be continued with 
the same case. As a matter of fact the plan for the output of 
oil and gas was based on a gross production of not less than 
46-8 million tons, and there is good reason to assume that 
this figure really corresponded to the demand of the newly 
mechanized army and collectivized agriculture. Production of 
tractors, motor cars—and we may assume, of planes and 
tanks—was completely or almost completely up to the planned 
figures, and the lagging behind of oil production and, even 
more, of oil refining was and is a serious problem. The oil 
shortage prevailing at present in the Soviet Union is probably 
the most important single economic and military weakness 
of Soviet Russia as a whole, and there is reason to assume that, 
in spite of the very large resources of the countr>’, this 
problem will not be solved either easily or rapidly. 

The percentage of plan fulfilment in hea%^ industry during 
the Second Five Year Plan was much better than during the 
preceding years. A large share of these important successes 
belongs to Soviet armament production. Figures concerning 
this vital point are naturally absent, but it may be estimated, 
according to K. Voroshilov’s speech on the Eighteenth Congress 
of the C.P.S.U., that during 1933-3? Russia’s military power 
increased by 200-300 per cent, and the huge quantities of war 
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material needed for this purpose were furnished practically 
completely by Russian industry. The gigantic growth of 
Russia’s armament effort during these years is well illustrated 
by the budget expenditure for military purposes; these figures, 
significant though they arc, must not, however, be taken at 
tlicir face value because they do not make any allowance for 
the progressing depreciation of the rouble; 


MtLiTARY Budget Expenditure 


(Billion roubles) 


>933 

1,500 

>936 

14,800 

>934 

5.000 

>937 

22,400 

>935 

8,000 

>938 

34,000 (19) 


The few and rather meagre statistical data concerning the 
fulfilment of the Second Five V’ear Plan in heavy industry 
and machine construction suggest that it was in armament 
industry that the greatest progress has been achieved during 
these years. In 1937 the gross production of Group A industries 
amounted to 55,200 million roubles against a planned total of 
45*500 million roubles. The plan for these industries was 
therefore ‘over-fulfilled’ by the huge sum of 9,700 million 
roubles. This amount was made up as to 8,000 million roubles 
from machine construction and as to 400 million roubles from 
chemical industry, the armament industries par excellence. The 
Plan was completely fulfilled only in one other important 
branch of this group (black metallurgy), while the other trades 
did not reach the provisions of the Plan, often by a very wide 
margin. 

As far as machine construction itself is concerned, it is 
practically impossible to check the known results and to 
discover the exact spot where the great successes were achieved, 
but it is very probable that it was no other than the armaments 
industry'. For 1937 it must be assumed that roughly one-half 
of the whole value of machine construction represented arma¬ 
ments. Figures publislicd by the leaders of the Government 
in the special circumstances of a Party Congress are at least 
not worse than those which remain for the time being unpub¬ 
lished. From Alolotov s report before the Eighteenth Congress 
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of the C.P.S.U. it would then appear that the Plan was com¬ 
pletely fulfilled only in the production of motor cars—and 
here, again, the military importance of the result is obvious. 
But in the production of locomotives, freight cars (and prob¬ 
ably tractors) it was not fulfilled by a wide margin, while even 
the output of lathes remained lo per cent below its provisions. 
If the totals, though suspicious and contradictory, arc accepted 
for the sake of argument, the conclusion is una\oidablc that 
armament production must be responsible for the gigantic 
difference. 

It is therefore necessary to stress the fact that other parts 
of heavy industry whose military necessity is not quite so 
obvious did not fare so well. This is particularly true for the 
production of railway material and for building materials. 
The output of locomotives in 1937 was only 56 4 per cent, 
that of freight cars only 49-7 per cent of the planned figure. 
Cement production reached only 5-5 million tons (= 73-3 
per cent of the Plan), hauling of merchant timber only 111-3 
million cubic metres (= 65-5 per cent of Plan), and the output 
of sawmill products only 28-8 million cubic metres {= 67 per 
cent of Plan). (2) The effects of this serious failure on Russia’s 
building trade were pernicious. Defence and industrial con¬ 
structions receiving particular consideration in the supply of 
raw materials, the failure fell with full pressure on the building 
of workers’ homes. The amount of dwelling accommodation 
finished during the Second Five Year Plan was only a little 
more than one-third of the insufficient figures of the Plan, and 
it is no secret that housing conditions for the masses are certainly 
not improving and very probably deteriorating. 

In light industry, and in many branches of food industry, 
the Second Five Year Plan was simply a repetition of the 
unfulfilled estimates of its predecessor: 


Prodcctjon Ficurks of the First and Second Piatiletka 


Cotton goocb, meircA 
Woollen good5» square metres 
Linen goods, square metres 
Leather shoes, pairs 
Sugar, Ions 


EstirnaU nf the 


First Plan for i53^-33 
4,700,000,000 
370,000,000 
500,000,000 

3,600,000 (30) 


Second Plan for 1333 
5,100,000,000 
330 , 000,000 
600,000,000 
180,000,000 
3,500,000 (31) 
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Fach so the Plan was not attained by a very wide margin. 
According, to the official totals the failure was only about 
15 per cent, but some results in the most important branches 
of Group B industries suggest quite different figures: 


REAum- AND Plan in Grocp B Isdittries 



A<UuU rrsults 

Actual results sgjy 

(ompo/ed to 


in mUlhn units 

Plfsn 

Plan SS 37 




in per cento/ Plans 

C’otloil gtMxJs 


3,442 *4 metres 

75-4 

67-5 

Woollen goods .. 


105* 1 metres 

38-9 

47-7 

leather shoes 

82-0 

164*2 pairs 

« 05-9 

9 « •* 

Soop, 40 per cent 

0-357 

0*51 tons 

— 

51 0 

Sugar 

0’8;i 

2*42 tons 

93 * > 

96 0 

Paper 

0471 

0*83 tons 

— 

832 

Canned goo<ls 

716 

873 tins 


43-7 


Not in a single one of these industries was the 1937 Plan 
fulfilled, not even where it w'as actually low’cr than the 1932-33 
Plan. Some important industries (textile industry as a whole, 
sugar refining) did not even at the end of the Setond Five 
Ycur Plan reach the figures of the first Piatilctka. There were 
certainly far better results in some branches of consumption 
goods industries in what must be called under Soviet conditions 
luxury goods, e.g. wireless sets, watches, bicycles, etc. But in 
those branches which were catering for the needs of the masses 
production remained completely insufficient even at the end 
of the Second Plan period. 

The reasons for this deplorable development are, again, 
manifold. One of the most important among them was the 
exhaustion of technical capacities which had not yet been 
completely overcome owing to the insufficiency of capital 
investments in these branches of industry. This was particularly 
true for the textile industry where even a radical improvement 
in raw material supplies was not enough to effect a change. 
The output of woollen goods reached its lowest point in I 934 > 
that of cotton goods as late as 1935! 

This development cannot simply be explained by the fact 
that Soviet Russia, too, chose ‘guns instead of butter.* Higher 
armament expenses certainly cause a reduction in the standard 
of living unless they can be paid for out of accumulated 
rescrv’cs. But W’hile this effect is felt simultaneously with the 
deflection of productive energies to armament production, in 
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the Soviet Union the partial recover)’ of consumption goods 
industries falls exactly in the years of rising armament expendi¬ 
ture. The delay in the increase of output of consumption goods 
and the insufficiency of this increase are exclusiv ely caused by 
Soviet economic policy; it must be accepted, as far as this 
policy is accepted as necessary, it must be criticized, as far as 
this policy was and is tainted by bureaucratic clumsiness and 
contempt for the needs of the Russian people. 


(3) The perfection of planned economy 

The successes achieved in the sphere of production enabled 
the Soviet power to complete the reorganization of centralized 
accounting and economic control. During the First Five Year 
Plan these tasks were neglected owing to the preoccupation 
of the Government with the increase of production at any 
price, and the ‘control by the rouble’ was introduced as an 
economic slogan only when this lack of control had already 
caused serious economic setbacks. 

The Credit Reform of 1930, although it did not fulfil the 
immediate expectations of the Communists, was the starting- 
point for a planned control of the economic system, the organi¬ 
zation of which contains elements of permanent value for 
future attempts at large-scale planning under more favourable 
conditions. 

The final order established in this field is quite simple. The 
control of current financial transactions between the different 
units of the economic system was centralized in the State 
Bank; the other banks (Industrial Bank, Communal Bank, 
etc.) became responsible for the control of capital expenditure. 
The State Bank kept the most important accounts of the larger 
economic institutions, made payments (by means of crediting 
the account of one of its many thousand customers and debiting , 
the account of his partner), and granted working credits (by 
means of overdrafts), but it also controlled the amount of the 
expenses incurred by its customers in their work by means of 
the detailed financial plans of every enterprise which were at 
the same time, from the Bank’s point of view, credit plans. 
(Apart from this continuous control, economic enterprises 
were subject to control by their central organizations which 
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were particularly iiiterc'^lccl in the amotint of wage payments. 
The danger of excessive wage payments by the management 
diminished, however, with the growing financial interest of 
the managers in the fulfilment of the financial plans.) This 
transformation of the credit system of the N.E.P. resulted in the 
creation of an organization which was completely deprived of 
tfic capitalist character of a modern banking system, and which 
became an important part of the mechanism of planning. 

This change of structure was recognized by the law of 
March f)th, 1934. Since that time the planned requirements of 
national economy for capital investments arc satisfied by 
investment through the investment banks (Prombank, 

etc.) which receive the necessary funds either from the budget 
or from the profits of industry, and are simply used for the 
distribution and control of the accumulated part of the national 
income. For this reason the debit and credit accounts of all 
enterprises of public character with these investment banks 
were wiped out at the same time. The reorganization of the 
State Bank in May 1935 seived similar purposes of economic 
control. I hc central administration of the Bank was divided 
into departments which took over the planning and control 
of the various branches of national economy, and which arc 
subdivided so that they may elTcctivcly control the financial 
transactions of every single enterprise belonging to their 
branch. This important step was made possible by the exten¬ 
sion of the Gosbank mechanism throughout the Union, and 
more particularly by the centralization of the rural credit 
co-operative societies and their transformation into branches 
of Gosbank in 1930. By this merger the number of Gosbank 
branches rose suddenly from 648 at the beginning of 1930 to 
2,570 on October ist of the same year and remained since 
then approximately on the same level. (22) By this develop¬ 
ment Gosbank finally received the status originally possessed 
by the Supreme Economic Council, and the financial control 
exercised by the Bank is undoubtedly much more efficient than 
the merely administrative or bureaucratic control of the 
former ever had been. 

On the other hand, the frequent attempts to overcome 
the fungus of bureaucracy by reorganizations, periodical 
dismissals of superfluous officials, and general ‘campaigns’ 
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remained completely unsuccessful. Once the root of the evil 
was found in excessive centralization, then, on the contrary, 
in the lack of proper centralization. Since November 1937 an 
economic dictatorship within the dictatorship has been estab¬ 
lished by the appointment of an Economic Council within the 
Government with wide powers to overrule all subordinate 
regional organizations and to o\ercome the friction of the 
gigantic bureaucratic machine. 

At the end of the Second Five Year Plan, industrial ]>ro- 
duction and economic organization were by no means ideal, 
but they were considerably better and more stable than ever 
before. The quantitative development of industr>’ was certainly 
out of all proportion with the immense investments of the 
reconstruction years, but at least in the essential armaments 
industry and in some of the most important branches of hea\^ 
industry output made good progress. Soviet economy of to-day 
is clearly distinguished from the capitalist system by its structure 
and its method of direction; in spite of extraordinarily unfavour¬ 
able circumstances the system works, and the difference is on 
the whole to the advantage of the So\iet system, although its 
advantages are obscured and its weaknesses exaggerated by 
the bureaucratic character of the Russian regime. The practical 
planning work and even the mistakes of the last decade have 
not been in vain. Industrialization is not yet completed by a 
long way, and it is certainly threatened by the dangers of the 
international situation and by the shortsightedness of the 
bureaucratic rulers of the country; from an economic point 
of view, however, planned economy has been justified under 
conditions which did not even give it a fair chance of proving 
its superiority over free competition or private monopoly. 
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DIFFERENTIATION OF THE WORKING 

CLASS 


{I) liniiin" llic productivil}' of labour 

At the end of the year 1932 the catastrophic failure of the 
productivity of human labour to rise according to plan was 
one of the most important problems of Soviet economy. This 
low j)roductivily of labour dcpri\*cd the new plants which had 
been constructed at so high a price of a large part of their 
economic value, the time of deprivations for the whole people 
was lengthened and the relations between the Soviet power 
■ and the workers and peasants were severely tested. After 1931 
the impetus given to the productivity of labour slackened in 
spite of the introduction of modern machincr>' and constant 
administrative pressure from above: 


Annual Production per Worker 



In fxr ftnt of /5/j 

In p<t f<nt of pHuious )tat 

i 93 « 

> 73-0 

109-7 

* 93 ' 

186' 1 

107-5 

> 93 '-^ 

190-9 

102-8 

1933 

207-5 

108-7 

'934 

229-7 

110-7 

'935 

259-3 

112-9 (23) 


1 hrough two or three years the new social policy seems to have 
done nothing to improve the situation. The work of the better- 
paid and better-fed groups of workers may have improved, 
but the masses could not work more and better because their 
living conditions did not permit it; hence the very slow 
increase which in 1932 probably remained completely on 
paper. 

This development was the direct result of the lowered 
standard of living of the Russian worken which was, in its 
turn, caused by Communist agrarian policy more than by 
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anytliing else. The chronic malnuiritioii ofThc workers gradu¬ 
ally ceased with the success of collectivization and the improve¬ 
ment in the market supplies of foodstuffs, and this impro\ c- 
ment w'as almost at once translated into higher efforts. The 
better physical conditions of the Russian workmen together 
with the results of technical reconstruction were responsible 
for a rc\ ersal of the pernicious tendency of the > cars 1930-33, 
and the rate of increase in the productivity of labour grew up 
to the year 1936. 

It is uncertain whether the GoNcrnmcnt understood these 
very simple but nevertheless fundamental facts; in any ease 
they did not have the slightest influence on its social policy. 
On the contrary, the new social policy, which had been 
worked out after 1930-31, was applied with ever-increasing 
consistency and ruthlcssness during the Second Plan period. 
Disciplinary measures were tightened up in a manner which, 
far from being Socialist, was inhuman I'rom the standpoint 
of progressive capitalism; yet it was a ‘despotism tempered by 
inefficiency,* and the practical application of these mctisures 
was frequently far from complete. At the same time a technical 
working-class aristocracy was fostered by all means and was 
rewarded for its better work in a manner out of all proportion 
to the ‘Socialist principle.’ 

In the autumn of 1933, a commission of the People’s Com¬ 
missariat of Heavy Industry reported an insufficient utilization 
of the seven-hour day. Labour discipline had been weakened, 
and the report demanded the dismissal of superfluous and 
inefficient workers. Actually, a purge of real or alleged loafci's 
in industry had already been effected at the end of 1932 in 
connection with the introduction of the internal passport. 

In March 1934 the Government repealed a section of the 
Labour Code which guaranteed to pieceworkers a minimum 
wage of two-thirds the standard wage, whatever their real 
work. ‘Systematic’ non-fulfilment of the norm was to be 
punished by transfer to lower-paid categories or, in extreme 
eases, by dismissal. 

In November 1934 a conference of Trade Union officials 
representing the factory committees asked for a more resolute 
struggle against wage-levelling tendencies, and advocated a 
policy of more influence for foremen and masters in the fixing 

s 

) 
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of' wages—a resolution which clearly foreshadowed the wage 
system of ‘Makeyevka,’ which was itself the direct predecessor 
of Stakhanovism. 

I n the beginning of 1935 the P.C. of Heavy I ndustry ordered 
compulsory tests of skill for all skilled workers who had not 
passed technical examinations with good success. At the same 
lime the Government and the Unions organized a campaign 
for the ‘revision,’ i.c. the raising of production norms (standard 
piecework rates), because the existing norms had become 
insufficient owing to the equipment of Russian industry with 
better machincr>’. 

These measures, together with many more of only limited 
importance, form an unbroken chain of preparatory actions 
linking up the original new social policy with its ultimate 
outcome, the ‘spontaneous’ Stakhanov movement. Other 
features of this widely advertised ‘movement' were foreshadowed 
and anticipated by the simultaneous differentiation of working- 
class living conditions. ‘Loafers’ and inefficient workers were 
punished by wage reductions, but more efficient or otherwise 
favourably treated workers were given material rewards of 
growing size. The struggle against wage-levelling tendencies 
was intensified from year to year, if not from month to month, 
and the difference in wages bclw’ccn labourers and semi¬ 
skilled workmen, on the one hand, and skilled workers, udarniki, 
foremen and masters, on the other, was deliberately widened. 
The basis of wage calculations was the wage scale, which, 
according to a typical example at the beginning of Stakhanov¬ 
ism (October 1935)* showed the following differences: 

Wages i.n the Kaoanovitch Ball-bearing Factory, 

-- Moscow 

(monthly wages in roubles) 

Category I .. .. 127 75 Category 5 .. 21717 

Category 2 .. .. 143*08 Category 6 .. 258*06 

Category 3 .. .. 1^*97 Category 7 .. 312*99 

Category 4 .. .. 186*52 Category 8 .. 383*25(24) 

This differentiation was probably completely covered by the 
‘Socialist principle,’ but it was considerably extended by the 
new system of giving departmental heads, masters, foremen, 
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und charge-hands premiums for the work of ilieir subordinates 
which raised their total income far above the level correspond¬ 
ing to their category of skill. 

These growing differences are, of course, completely disguised 
by the average figures which arc for this reason not very 
illuminating. The growth of the average earnings of the wage- 
earners in Soviet economy naturally continued during the 
Second Five Year Plan : 

Nominal Wages in Socialized Econosiy 
(Annual wages in roubles) 

*932 1.427 1935 2,269 

*933 *.566 1936 2,776 

*934 *,858 (25) 

But different groups of workers profited to quite a different 
extent from this rise. A rough idea of the distribution of 
wage-earners according to the amount of their income may 
be won from the following figures relating to a Leningrad shoe 
factory (September 1935), where the average monthly wage 
(190 roubles) was by chance the same as that of Russian 
economy as a whole for the period in question: 


Cahgoty 

Sumhtf of workfn 

Monthly in roubUt 

1 

120 

125.30 

2 

1,050 

> 45-50 

3 

*^233 

165.70 

4 

836 

*75 

.6 

702 

190 

6 

578 

210 

7 

7*5 

2*5 

8 

737 

230 

9 

' 44* 

250 (26) 


The course of nominal wages was, however, not the most 
important fact determining the real income of the working 
class. These years were marked by a complicated combination 
of an intricate rationing system with a ‘free’ market where 
prices changed very quickly during short periods. An analysis 
of these technical problems is essential for an understanding 
of the Stakhanov period with its strong influence on Russia’s 
social development during the immediate past. 
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(2) Pficrs and real wages during 1933-35 

The Communists did not adopt rationing from theoretical 
reasons, but simply owing to external pressure. It was a very 
cxpcnsis’c system of distribution, the administrative costs of 
every ration book amounting to eight roubles a year. Tlic 
(Jovernment desired to abolish this rigid and clumsy system 
as soon as possible, and to replace it by a normal distributive 
s)’stem. I hc gradual change in the relations with the peasants 
permitted the slow transition to a better and cheaper trade 
s)’stcm. 

During the worst years of reconstruction prices in tlie ‘com- 
merciar sliops were on an average at least ten times higher 
than prices in ‘closed’ shops. The improvement in the state 
of agriculture very soon brought down the excessive prices on 
the free market by a substantial increase in supplies. The 
Government had hardly more to do in this direction than to 
wait for the expected results of its new agrarian policy; but the 
creation of a uniform price level could also be accelerated by 
reducing the surplus purchasing power of the people. This 
‘deflationary’ policy could not, for political reasons, adopt the 
simple device of reducing noifilnal wages, but there were other 
and better methods for getting the surplus money in the hands 
of the workers. One of them was the system of internal loans. 
The other and more important method consisted in reducing 
the rations and increasing the prices of rationed goods. If 
fewer goods had to be reserved for the rationing system, 
supplies in the ‘commercial’ shops could be increased and 
‘free’ prices could be reduced; if the workers had to pay more 
for their rations their nominal purchasing power on the free 
market would decline, and the pressure of surplus purchasing 
power would fall. From above and from below the gap in 
prices between ‘commercial’ and ‘closed’ trade would be 
narrowed and finally closed. 

This policy seems to have been completely successful. There 
arc no price indices for Soviet Russia since 1930 in existence, 
but the trend can be gauged from some instances. After being 
quickly increased in 1931 and, again, in the early months of 
1932 ration prices continued to rise during the following 
years. The price of black bread, the mainstay of the worker’s 
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diet, in ‘dosed’ shops increased from o io roubles in July 
1932 (27) to 0 50 roubles (28) in 1934; at the same time the 
‘free’ price of black bread fell from 2 50 roubles in 1933 (29) 
to I rouble in 1934. (28) White bread rose simultaneously in 
‘closed’ shops from 0*30 to i rouble, and fell in ‘commercial’ 
shops from 4 roubles (30) to 3-40 roubles. Similarly the ration 
price of beef increased from 1-2 roubles to 3-28-5 roubles, 
that of butter from 2-40-4-10 roubles to not less than 7 75 
roubles per kilogram, although these goods still remained vcr>’ 
expensive in ‘commercial’ shops. 

The difference in the price-level between ‘dosed’ and 
‘commercial’ shops was reduced much more by increasing . 
ration prices than by lowering ‘cpmmercial’ prices. Soviet 
oHicial sources proudly told an admiring world that ‘prices’ 
were reduced during every successive year by 30, 20, or 15 per 
cent. They did not care to add that these price reductions in 
‘free’ trade had their corollary in price incrca.scs in ‘dosed’ 
trade and in reductions in the size of the rations. The smaller 
the difference in prices between ‘commercial’ and ‘free’ trade, 
the smaller grew the importance of rationing. But the final 
success of this policy was still a matter of conjecture, and the 
Government was therefore very careful in the abolition of 
rationing. It started with bread, flour, etc., only which after 
the beginning of 1935 were sold at uniform prices and (very 
soon) without quantitative limits. The new free price of black 
bread was fixed at 0^85 rouble, as compared to one rouble 
in ‘commercial’ shops and 0-50 rouble in ‘dosed’ trade. In 
October 1935 rationing was abolished for meat, fish, sugar, 
etc., and the price was fixed somewhere halfway between the 
two price-levels of earlier times; this was, again, a price 
reduction in comparison with free trade, but it constituted a 
price incrca.se of 50-100 per cent over ration prices. (31) As 
from the beginning of 1936 rationing was completely abolished, 
even Torgsin closed down a few weeks later and Russian trade 
was again a unified system. Town trade was in the hands of 
State trading organizations, village trade was organized by 
the co-operative societies. 

These price movements had important consequences for the 
living conditions of the working class. The relative advantage 
which the poorest workers enjoyed during the first time of 
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lationing was later on greatly reduced by the repealed increase 
in ration prices, and finally disappeared with the abolition of 
rationing. This development certainly raised the importance of 
nominal wages and of the possession of money. On the other 
hand, the rationing system itself had been used during the 
later period of its existence as a means of privileging different 
groups of consumers at the expense of others. Thus the abolition 
of rationing, while fa\ourable for the attempts to press the 
lowest paid groups of workers to higher efforts, was at the same 
time an injury to certain prixilcgcs enjoyed by the working- 
class aristocracy in earlier years. 

rhe Soviet power did not want this result, which was 
(ontrar)’ to its new social^policy, and the potential victims of 
this development who .constituted a strong and very influential 
factor in Soviet society were by no means willing to accept it 
as the neccssar>' outcome of the new market policy. The ruling 
bureaucracy, which had enormously increased in numbers 
through the growth of the armed forces and the economic re¬ 
construction of the country, and the working-class aristocracy 
wanted to maintain their economic privileges under the new 
conditions of distribution. Even now some space remained for 
rewards in kind not obtainable for the normal citizen: flats in 
the new workers’ apartment blocks were so few that only 
privileged persons received them, wireless sets, bicycles, or even 
motor cars in recognition of special services, stay in one of the 
fashionable resorts in the Crimea, and similar distinctions of 
a considerable material value were constantly being given to 
an eliu of workers cither for special services on the Labour 
Front or for the possession of valuable connections. These 
extremely welcome supplements to their normal earnings were, 
however, not enough to indemnify the working-class aris¬ 
tocracy for the threatened loss of their daily privileges; this 
could be done only by raising their cash income to such an 
extent that they would not be worse off, absolutely and rela¬ 
tively, after the abolition of rationing than they had been 
before. If the general situation of thc'^vorking masses improved, 
their situation was to improve at least at the same pace, and 
in practice even more quickly. 

After the abolition of rationing the price-level was con¬ 
siderably higher than it had been before for rationed goods. 
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But these higher prices liad to be paid by cvcr^’body, whether 
labourer, skilled workman, or Stale official. If the monetary 
income of the privileged groups could not be substantially 
increased, their standard of living was in actual danger of 
reduction or, at least, the difference between their standard 
of living and that of the masses would have fallen. In order 
to prevent discontent, the lowest-paid workers were even 
granted a to per cent increase in wages at the time of abolish¬ 
ing bread rationing—an involuntary' admission of the enormou.s 
importance still held by black bread in the diet of the average 
worker; this would even appear to have increased the ‘loss’ 
suffered by the better-paid groups through the abolition of 
rationing. The differences in pay according to the category of 
skill were far too small to enable the working-class aristocracy 
to maintain their higher standard of living, and the consequence 
was an elemental pressure of these privileged groups who 
wanted to retain, or even to extend, their privileged position. 
This pressure had to be satisfied because the working-class 
aristocracy was the most important support of the ruling 
bureaucracy, and it was not less the driving force behind the 
new social policy than its product. These groups called for a 
very large increase in their rouble incomes, whatever the 
reason found for it. And it is this fact which must be regarded 
as the second root of the Stakhanov ‘movement.’ 

(3) Stakhanovism 

The Stakhanov movement remains a mystery unle.ss it is 
regarded as the result of two different, though by no means 
opposed, forces: the necessity to raise the productivity of 
labour which, in the bureaucratic Soviet regime, assumed the 
form of raising a working-class aristocracy, and the desire of 
all privileged groups, particularly the ‘economic officers and 
N.C.O.s,’ to retain and extend their privileges under the new 
conditions of distribution by rapid increases in their cash 
incomes. 

The Stakhanov ‘movement’ was, of course, no movement of 
the masses of the working class. Prepared through several years 
by the new social policy of the Government, it was a creation 
of official propaganda and official pressure. The original 
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‘spontaneous' record of Stakhanov Iiimsclf was establislicd in 
the presence not only of the Communist cell secretary but also 
in that of the editor of the local newspaper whose normal 
working place was certainly not in the pits. Only the official 
propaganda machine was able to concoct the totally mis¬ 
leading, and yet not exactly false, numerical claims made for 
Stakhanov and his many followers. Although the average 
^\'orkcr after some time definitely opposed the Stakhanov 
movement, it had certainly a good measure of technical 
justification, and it was particularly welcomed by the young 
working-class aristocracy. 

The official claims made for Stakhanov and the Stakhanovists 
tvere so incredible for the layman that the simplest explanation 
of many well-meaning observ ers was to call them just a piece 
of bluff. Skilled workmen obviously could not increase their 
output tenfold and more, unless they had been idling before 
—this was the explanation found by so sympathetic an obsen’cr 
as A. Gide. The presentation of the actual results of Stakhanov- 
ism was simply based on a comparison of figures and results 
which cannot be compared without breaking the most ele¬ 
mentary statistical rules, because, on the one hand, the work 
of individual workers was taken, while, on the other, that of 
whole groups under the leadership of Stakhanovists was 
credited to the Stakhanovists personally. 

The technical principle of Stakhanovism was very simple and 
completely sound. Tiic few skilled workers of Russian industry 
were to be freed from all unskilled work which they were doing 
before. Thus Stakhanov had used half his worklime for 
timbering instead of for hewing coal; now this work was 
delegated to helpers, and he used his automatic hammer for 
six hours instead of three. (32) It seems to be strange that this 
simple and sound principle should have given rise to the many 
difficulties and quarrels surrounding the Stakhanov system 
which were not confined to the low-paid members of the 
working class, but were expressed by many trusted Communists 
as well. The reason for this development is not to be found in 
the incontestable principle but in its very questionable 
application. 

The records of the Stakhanovists, established by picked 
workers with the support of picked helpers and under the 
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instruction of Communist officials, were used as pretext for 
further increases in the ‘norm’ of piecework. 

. . What is to be done if the standards of output no loni;<T 
correspond to reality and our working men and women lia\e 
already managed to exceed them five or ton times? ... Is 
it that we have not the courage to smash the old traditions and 
allow free scope to the new forces of the working class?’ {331 

It is only natural that Communist officials all over the country' 
tried to respond to Stalin’s appeal, and that many workers 
bitterly opposed this new form of speeding-up. But their 
opposition was directed particularly against the social con¬ 
sequences of Stakhanovism which were visible ere long. 

The most pernicious and most permanent social result of 
Stakhanovism was a particular form of group or gang work 
(derived from the quondam ‘brigade’). Group work was, of 
course, not invented by Stakhanovism, but this system was 
from the very beginning connected with very dangerous new 
wage regulations. Official propaganda told the world that one 
man mined 102 tons of coal in a six-hour shift as compared 
to 16 tons which was the average result oiudarnik work—without 
mentioning the fact that he had been supported by a number 
of helpers. But this propaganda bluff was the actual basis of 
the new wage regulations which assumed that the existing 
norms were not surpa.ssed by the whole group, but by the 
Stakhanovist who was its skilled leader or forcman.Thc mcmbei-s 
of the group were paid according to their skill and the official 
wage scales, and the group leader received, apart from his 
wages according to the wage scale, the premium paid for the 
achievement of the whole group. According to the wage .scale, 
a skilled worker received two and a half or, at the utmost, 
three times as much as a common labourer; actually the 
members of the new working-class aristocracy received ten 
times as much or more. Superior..workers were paid for the 
work of their subordinates, and this was bound to create 
conflicts of interests and crude exploitation within the working 
class. The contrast between the Red Director, who received 
a cash premium for the financial results of ‘his’ cnteqjrise, and 
the workers as a tvholc, was reproduced in every workshop. 
The group leader or foreman had not only a different position 
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but divergent material interests from those of tlic members 
of his group, and for moral as well as for economic reasons the 
workers, wlio at first applauded the records of the Stakhanovists, 
now resisted this innovation. 

I'hus tlic Stakhanos’ movement made the rift between the 
mass of the workers and the working-class aristocracy, which 
had been the result of the new social policy, permanent and 
irremediable by introducing an element of direct exploitation. 
The social consequences of this new departure for the Stakhano¬ 
vists themselves arc not less worthy of consideration. Wages 
of 800, 1,000. 1,200, and more roubles a month are not unusual 
for Stakhanovists of repute, and the 'heroes of labour’ tell in 
interviews in the So\ict Press about motor cycles and cars, 
wireless sets and gramophones, private lessons in dancing or 
in foreign languages, and many other good things which they 
arc now able to enjoy. 

The connection between the existence of a working-class 
aristocracy and the Stakhanov movement was unwittingly 
emphasized by Stalin himself when he said : 

‘ The basis of the Stakhanov movement was first and foremost 
tlu' radical improvement in the material welfare of the workers. 
Life has improved, comrades, life has become more joyous. 
And when life is joymis, work goes well, lienee the higher rates 
of output ... if people in our country lived badly, drably, 
joylessly, we >\ould have had ni> Stakhanov movement.’ (34) 

In the year 1935 the masses of (he Russian working class still 
lived ‘badly, drably, joylessly,’ but (he Stakhanov movement 
was welcomed by that group amongst the workers whose 
living conditions were better than those of the rest, and who 
wanted to retain and even to increase their mai^n of well¬ 
being. 

Thus it is only natural that the success of the Stakhanov 
movement as a movement of the privileged groups of the 
Soviet working class aiming at the maintenance and extension 
of their privileges under the new conditions of commodity 
distribution was complete. Many leading Stakhanovists 
developed useful improvements of individual processes of 
production and labour, but they made a very good and, indeed, 
an unjustifiably good bargain out of their achievements. Their 
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wages were doubled, trebled, and even I'urihcr increased by 
special rewards in cash and kind, many of them were distin¬ 
guished by the highest honours, and were accepted as members 
of the leading strata of the ruling bureaucracy, often in safe 
distance from the factories and mines where their successes had 
been scored. Only a little more than a year after the beginning 
of the Stakhanov movement, on the Eighth Soviet Congress 
in December 1936, no less than 371 Staklianovists were 
encountered among the 2,016 delegates. (35) 

It is, on the other hand, very diflicult to make a sound 
estimate of the technical success of the Stakhanov system as a 
method of raising the productivity of labour. On principle the 
results ought to be good, and during 1936 productivity increased 
in a spectacular manner by more than 20 per cent. (36) In 
view of the fact that the increase during the whole of the 
Second Five Year Plan amounted to 82 per cent, (37) it would 
appear that the increase in the productivity of labour during 
1937 must have been less than 8 per cent, i.c. lower than at 
any time except the year of starvation, 1932. It may be assumed 
that the Communists had to pay by a severe setback during 
1937 for their initial propaganda success. 



CHAPTER TWENTY-THREE 


FROM THE ‘REALIZATION OF SOCIALISM’ 

TO THE MOSCOW TRIALS 

(i) The realizalion of Socialism 

The first, modest, aim of Communist policy was llic realization 
of Soci.'ilism as the lower stage of the Communist-Socialist 
order of society. According to Marx-Lenin, this state of things 
was reached after the abolition of inequalities based on the 
possession of capital, while inequalities based on differences 
in gifts and skill were still finding expression in differences in 
income. The slogan of the period was, therefore, ‘from each 
according to his abilities, to each according to his work,’ and 
the Communists asserted that this was an adequate description 
of their own social and wages policy. It is a fact of great 
practical and considerable theoretical interest that these 
claims of the Communists were completely refuted by the 
course of developments during the Second Five Year Plan. 

Apart from the general introduction of piecework, the 
Socialist principle covers the use of different wage scales for 
workers of different skill. The wage scales were supposed to be 
simple mathematical expressions of these differences in skill 
and experience, and it may successfully be argued that tlie 
labour of the higher categories was of a more complicated 
character and compressed larger quantities of ‘simple* labour 
into cqubl spaces of time. It is probable that the considerable 
inequalities in the supply of necessities, which was very much 
better for the working-class aristocracy than for common 
workers, were much greater than the differences in performance, 
but there is ho real proof for this plausible assumption avail¬ 
able. Convincing evidence of this fact can be given only for 
later years during which wages in kind can be neglected as 
insignificant in comparison with money wages. 

The general course of events may be explained by an instance 
taken from a different sphere. The Red Army olliccrs always 
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belonged to the most highly privileged pans of the ruling 
bureaucracy, and they participated ver>'liberally in the general 
improvement in living conditions during the Second Five 
Year Plan. But it is a very interesting fact that different cate¬ 
gories of army officers did not benefit to the same extent by 
this development. The figures indicate that life did not become 
more joyous for all officers to the same degree, i.c. by a flat 
rate of increase in salaries: 


Increase in Officers’ Monthly Allowance.s 



f 934 

•939 

Increase in fxr cent 

Platoon commander 

260 

625 

240 

Company commander .. 

285 

750 

263 

Battalion commander .. 

335 

850 

254 

Regiment commander .. 

400 

1,200 

300 

Division commander 

475 

1,600 

337 

Corps commander 

550 

2,000 

364 (38) 


Since 1934 the allowances of difTcrent groups of officers in¬ 
creased in a very disproportionate manner, not only in absolute 
value but also in relation to one another. With one unimportant 
exception the scale of increase was rising with the military, 
and therefore the social, rank of the recipient. The factor 
determining the amount of wage increases was here not the 
amount and the quality of the work done, but simply the 
social position of the recipient as such. In the economic sphere 
it is, of course, impossible to give illustrations of similar sim¬ 
plicity, but here, too, the language of the figures is clear. 

Wages certainly did not rise without connection with the 
quantity and quality of work done, but they did no longer 
rise strictly in proportion to the amount of work done, i.c. in 
accordance with the piecework principle. In the first years of 
the new social policy the system of promising extraordinary 
premiums was used, above all, for stimulating work in the 
many branches of Soviet economy where ‘narrow spots* had 
toljc overcome at any price. In July 1933 the wage system on 
the railways was revised in this sense because the permanent 
failure of the tfansport plan was a serious danger for the 
progress of national economy as a whole. Work in excess of 
normal standards was, therefore, to be rewarded by a 50 per 
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cent premium, and, In case of excess svork amounting to more 
than 10 per cent, even by a loo per cent premium. 

In later years this principle was, however, much more 
generally applied. In the generation of electrical power the 
following premiums were granted for work in excess of the 
‘norm': 


EjiCfss 

in p^r ent( of 

Medium 

Cliararfrr 0 / work 
Difficult 

Ve7^‘ difficult 

norm 

ftft tent premium 

per cent premium 

per cert! premium 

l-IO 

25 

25 

50 

ll-QO 


Go 

100 

over w 

75 

100 

>50(30) 


Similar inducements were given in other industries. These 
regulations belong already to the time of the Stakhanov 
movement, and they explain- how comparatively small differ¬ 
ences in work could lead to enormous differences in earnings. 

This wage system obviously contradicts the principle of 
Socialism as expressed by the slogan ‘to each according to his 
work.’ It may be said that the higher utility of this work 
justified the extra payment made by the State. But this strange 
principle of reversed marginal utility not only resembles 
suspiciously many justifications of interest and profit, it has 
in any case nothing in common with the Socialist principle of 
payment according to the amount of actual work done. In 
view of the fact that piecework on the basis of a differentiated 
wage scale already takes into account differences in quantity 
and quality pf labour, the premium paid to the group leader 
is paid without any equivalent—unless the social utility of his 
work consists in speeding-up the work of his subordinates and 
lowering the piece rates paid to the average worker. To claim 
the achievement of Socialism as perfected under the pretext 
of general piecework under extremely onerous conditions is 
nothing but adding insult to Socialism to the injury done to 
the working class. 

These regulations arc as yet only transitional forms between 
aehievement wages and wages determined by the social 
position of the recipient. The ‘chain’ system of labour organi¬ 
zation, as the system resulting from Stakhano^ism is frequently 
called in the Soviet Union is, however, of a different character, 
and it has been widely introduced in industry and, more 
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recently, also in agriculture, ismall groups, gangs or brigades, 
work under a responsible leader, frequently a .Stakhano\ ist, 
who recei\cs most or all the premium won by his group for 
surpassing the norm; this is already a clear case of ‘position 
earnings’ instead of ‘achievement wages.’ And it is the wide 
use made of this system which, in connection with the rising 
scale of the premiums, completely explains the material 
advantages of the Stakhanovists and their unpopularity 
amongst the workers. 

In a counti-y without capitalists, the material effects of dis¬ 
proportionate rewards for one group of workers on the condi¬ 
tions of the rest arc very clear. In the Soviet Union the compli¬ 
cated legal forms and traditional pretexts of capitalism arc 
absent. Whether or not Marxist economics are the best method 
of describing the surface developments of capitalist economy, 
partly owing to their fundamental correctness as an analysis 
of modern industrialism, partly owing to the Communists’ 
Marxist approach to economic problems, they offer a simple 
method of description of Soviet economy. The connection 
between the useful work of the members of society and the 
size of the available fund of consumption goods is comparatively 
simple. Wages arc vouchers for a certain quantity of consump¬ 
tion goods which must correspond to the amount of work 
actually done by every worker, though their value will be 
necessarily smaller than the v^uc of his labour. If, however, 
a minority of skilled workers makes a contribution to the 
common fund of goods which is lo or 20 or even 100 per cent 
greater than would follow from their number, while every 
member of this minority receives consumption goods to the 
tune of 300, 500, or even 1,000 per cent more than a common 
workman, the remaining quantity of consumption goods docs 
not suffice to reward the majority of workers ‘according to the 
work done’ by them. How far this reduction in the generally 
available fund of consumption goods will be practically felt 
must depend on the numerical strength of the minority and the 
amount of its privileges. The number of Stakhanovists is not 
definitely known. Semi-official sources put it as high as 35-40 
per cent of the number of (industrial?) workers; according to 
a well-informed writer it was at the end of 1937 about one 
million, (40) and has certainly increased since. In any case it 
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is important enough, and the privileges of tlic Slakhanovitcs 
arc large enough, to influence ilie purchasing and consuming 
power of the rest of the community, which is at the same time 
further reduced by the growth of the economic privileges of 
the ruling bureaucracy. 

'I his is proved by the existence of a sediment of inhumanly 
underpaid workers. During November 1937 the Government 
decided to introduce a minimum wage of no roubles per 
niontli for pieceworkers in national economy. Average wages 
in heavy industry' were then as high as 280 roubles, and even 
in limber industry almost 200 roubles. (41) This concession was 
to increase the wage fund for 1938 by 600 million roubles, 
i.c. 50 million roubles per month. If the average wages of these 
low-paid workers dbring 1937 are assumed to have amounted 
to 100 roubles—which then corresponded, according to the 
calculations of a very sympathetic observer, to £i sterling— 
their number would have been not less than five millions, or 
about 20 per cent of the whole number of wage-earners. In 
case of an even lower average, say 90 roubles, a figure which 
seems already incredibly low, the numerical strength of this 
group would still be as much as 10 per cent of the total number 
of wage-earners. It is impossible to find a suitable money 
equivalent for these wages in Anglo-Saxon currencies, but it 
must be concluded that in 1937 between to and 20 per cent of 
the Russian wage-earners had to spend almost the sixth part 
of their wages in order to buy as much black bread as was 
consumed on an average by the Russian population during 
1928. 

At the other end of the scale, the growth of the working-class 
aristocracy and of the privileged bureaucracy created a quickly 
expanding demand for luxury goods (in the Russian sense), 
which was satisfied by the production of better-class consump¬ 
tion goods. These more expensive goods were and arc freely 
bought by the members of the bureaucracy, including the 
officers of the Red Army—down from marshals and generals 
—by the best paid workers and a considerable number of 
collective farmen, but they are completely out of the reach 
of the average workers and peasants. 

It is obvious that the re^zation of Socialism has political 
and social conditions of fundamental importance, and cannot 
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be measured by economic siandardb alone. I'licsc fouiulaiions 
for a really Socialist society have not been created by the 
Soviet power, the rulers of which arbitrarily restricted the 
meaning of Socialism to the narrow limits of a wage policy 
determined by the slogan ‘from each according to his abilities, 
to eaeh according to his work.’ But even in this limited and 
insuflicienl sense, Socialism has not been realized in the So\ ict 
Union. At the present time the structure of wages and incomes 
of the population, and of the industrial working class in 
particular, does not show the c.xtreme disparities typical of 
capitalist countries, but it is by no means determined by the 
‘Socialist principle.’ The unskilled strata of the working class 
receive certainly somewhat less, and the upper strata of 
Stakhanovists and industrial managers—not to mention the 
members of the ruling bureaucracy—receive appreciably more 
than warranted by their work. 

The fundamental reason for this dc\ ious social dc\clopmcni 
is the bureaucratic degeneration of the Soviet State, which 
had been largely responsible for the horrors of the collecti¬ 
vization period with their severe reaction on Soviet life in 
general. The degeneration of the bureaucracy into a social 
organism intent on maintaining its social and economic 
privileges W’as the decisive reason for the pernicious trans¬ 
formation of the new social policy into an instrument of 
political manoeuvre. In retrospect the parallel between the 
degeneration of Communist rule during War Communism and 
the not less fateful development of the Soviet burcaueracy 
during the reconstruction period is very interesting. In cither 
case material necessities . were stronger than Communist 
principles and revolutionary ideals. Yet there is a fundamental 
difference between the behaviour of the Soviet power on these 
two occasions. War Communism was a result of uncontrollable 
elemental forces which had to be accepted as such if the Soviet 
regime was to survive. The political face of the Soviet power 
and of the Communist Party was scarred for all future by the 
impressions of these years, but these features, though far from 
attractive, were powerful and justly proud. The second 
‘revolutionary’ crisis, the events of 1928-33, did not show 
this elemental character. It has been suggested by Sidney and 
Beatrice Webb that the culminating terror of this period, the 
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famine of 1932-33, was not the result of elemental forces but 
the outcome of the tension between the State and the peasants. 
The same is vcr>' largely true for this whole period. The diffi¬ 
culties which had to be surmounted were certainly enormous 
and could not be conjured away by any trick—but the policy 
of the Government was apt to increase them before it was 
compelled to tackle them. And there is strong evidence to 
suggest that this wrong policy was directly caused by the 
degeneration of the revolutionary dictatorship into a short¬ 
sighted and selfish bureaucracy. 

This bureaucracy finally undenvent a process of petrification 
and became an organization in possession of all ‘commanding 
heights’ of Soviet life intent on maintaining its political 
position and on improving its material conditions. The working 
class was split by the establishment of a highly-privileged 
aristocracy within its own ranks which forms the broad social 
basis of the bureaucracy. 

(2) The 'abolition of ike classes' and the 'intensification in 

the class struggle' 

At the beginning of the year of crisis, 1932, when the Commun¬ 
ists discussed the outlines of the Second Five Year Plan, the 
seventeenth Conference of the C.P.S.U. adopted a remarkable 
resolution: 

‘. . . the vast natural wcaltli of the country, the Bolshevik rate 
of Socialist construction, the growing activity of the masses of 
tlie workers and collective farmers, and tlic correct line of the 
Party fully guarantee such development of the productive 
forces of the Socialist economy in the Second Five Year Plan 
as will serve as the basis for the complete extermination of the 
capitalist elements in the U.S.S.R. ... the chief political task 
of the Second Five Year Plan is a final liquidation of the capital¬ 
ist elements and of classes in general.’ (42) 

% 

From this statement the following conclusion was drawn which 
may be called without exaggeration prophetical: 

. an intensification of the class struggle tvill still be inevit¬ 
able in future at certain periods and particularly in certain 
districts and certain sections of Socialist construction, which 
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at the same time emphasizes the fact Uiat bourgeois influences 
upon individual strata or groups of workers will inevitably 
remain and in some cases even grow stronger, that for a long 
time to come class influences alien to the proletariat will 
inevitably penetrate the working class and even the Party. 
In view of this the Party faces the task of strengthening the 
proleurian dictatorship and of increasing its struggle against 
opportunism, especially the right deviation which is the main 
danger at the given stage.’ (43) 

The Soviet power seems to have expected a desperate resistance 
by the capitalist elements, if any, against their complete 
destruction, and their alleged supporters within the Communist 
Party, the Right Wing led by Rykov, Bukharin, Tomski, etc., 
were clearly warned that opposition against the resolute, 
revolutionary policy of the Government would be ruthlessly 
suppressed. 

Even two years later Stalin used the same explanation for 
the existence of certain oppositional voices within the party 
which otherwise was developing in an irreproachable manner: 

‘It Is clear that these remnants {sc. of capitalism) arc bound 
to form a favourable soil in order to resuscitate the ideologies 
of the vanquished anti-Leninist groups among certain members 
of our party.’ (44) 

Yet an important change in comparison with 1932 had taken 
place. The Seventeenth Conference of the C.P.S.U. took place 
before the determined attempt of the Government to find a 
compromise with the peasants; for this reason the danger wa.s 
alleged to threaten from the Right, i.c. from the advocatas 
of such a compromise. In 1934 the success of collectivization 
on the basis of such a compromise was clear, and opposition 
came from those Communists who were unable to reconcile 
its terms with their Communist conscience—in Stalin’s view 
owing to petty bourgeois influences. A sign of the general 
uneasiness within the party was particularly the mistaken 
idea that the realization of Socialism ought to be accompanied 
by the withering away of the State. 

Thus in 1934 the leaders of the Communist Party still 
believed that capitalist or petty bourgeois influences were the 
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real enemies which had to be overcome. But in this and the 
following year great progress was obviously made in this 
struggle, and 1936 was marked by a complete reversal of 
ofTuial policy. Already at the beginning of that year the 
President of Gosplan believed that the most important diffi- 
cuhics of Socialist construction \vcrc a thing of the past, and 
that national economy in its entirety was 'assured of harmo¬ 
nious and rapid progress.’ (45) This conviction was shared 
by the Government, and the struggle against the remnants of 
capitalism was obviously at an end. In the summer of the same 
year the dismissal of employees owing to their social origin 
was forbidden, and other restrictions on people deprived of 
citizens’ rights—mainly owing to their connections with the 
exploiting classes of the past—were cancelled. This develop¬ 
ment finally produced the Stalinist Constitution which was 
claimed by the official propaganda machine all over the world 
as the most democratic constitution in existence. The differ¬ 
ences in the electoral rights of workers and peasants disappeared, 
the Soviet sy.stcm svas replaced by parliamentary institutions 
on the Western, or perhaps on the Nazi, model, and social 
origin ceased to be a reason for the loss of electoral rights. 
The liquidation of the classes was clearly completed; the 
bourgeoisie and the kulaks were things of the past, and at last 
a harmonious structure of society was accomplished. 

It should be assumed that the existence of classes was a 
ncccssar)' condition for the existence of class struggles. It is 
noteworthy that the Communists, for once, claimed even too 
little for their policy when they pretended still to discover 
capitalist elements in the Soviet Union of 1932. Neither 
economically nor socially capitalism existed in Russia at that 
lime, although there were still many people who previously 
belonged to the bourgeoisie or to the rural upper class. Some of 
them were in the service of the Soviet Government as specialists, 
and these were often justly—and even more frequently unjustly 
—accused of sabotage, or at least of indifference towards their 
duties. Show tritils and the summary shooting of whole groups 
of consulting engineers, technicians, agronomists, etc., symbol¬ 
ized the dangerous part played by these old specialists within 
Soviet economy as well as the use to which they could be put 
occasionally as scapegoats for bureaucratic mistakes. Later 
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on, wlicn the general situation improved after the better 
hars'est of 1933, the mood of the people was not so tense, the 
general pressure—the combined result of empty stomaclis, 
excessive strain, and political comjmlsion—fell, and the work 
of industry impro\ cd; sabotage trials became rarer, the 
position of the ‘intelligentsia’ became better, and the growth 
of a new Soviet intelligentsia made it possible to dispense with 
the sers'ices of many lukewarm and unreliable men in key 
positions. 

There is no shred of evidence to support the official theory 
that the ‘resistance’ of capitalist elements against the revolu¬ 
tionary policy of the Government increased during the Second 
Plan period—actually it was already broken effectively and 
permanently during the preceding years. As far as the ‘intensi¬ 
fication in the class struggles’ was to be the result of capitalist 
resistance, ittvasa mere chimera. Nevertheless there Avas plenty 
of political and class warfare within Russian society, and 
probably even within the Communist Party. 

Already during the first few years of this period, the differ¬ 
entiation of the working class became intense enough to cause 
political discontent. The first official traces of this tendency 
may already be found in Stalin’s refutation of the heresies 
within the Communist Party i^ the beginning of 1934. The 
growing tension within the working class probably influenced 
many old Bolsheviks in subordinate positions and therefore in 
close contact with the people, and the same must have been 
true to an even higher degree of the members of the Kom¬ 
somol, the Communist Youth organization. The assassination of 
Kirov at the end of 1934 has up to now not been completely 
cleared up, but it may well have been partly the outcome of 
these tendencies. (On the other hand, it was clearly connected 
with frictions within the ruling bureaucracy, between the 
regional organization of the C.P. and the Leningrad G.P.U., 
therefore foreshadowing one of the problems decided later on 
by the Moscow Triak.) Neither in this spectacular case npr in 
many other social and political conflicts of these years had 
the remnants of the bourgeoisie and the kulaks the slightest 
influence. 

Finally, the abolition of classes in general and the adoption 
of the most democratic constitution in the world were accom- 
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panied by a fierce political struggle within the ruling layers 
of the regime, if it is permitted to call the ‘liquidation’ of tens 
of thousands without the slightest resistance by the victims a 
‘struggle.’ Ihese events were prepared by the intensification 
of the new social policy, by the campaign for increasing the 
productivity of labour at any price which reached its culminat¬ 
ing point in the invention and spreading of the Stakhanov 
movement throughout the country. The widespread wave of 
social discontent following its general application and the 
increa.sing tension and internal friction ofSoviet society became 
the starting-point for a general overhaul of the bureaucratic 
system of Soviet economy and administration. 

These facts explain the coincidence of the ‘abolition of 
classes in general’ and the ‘intensification in class struggles,’ 
the simultaneous abolition of restrictions imposed in conse¬ 
quence of social origin, and the lightening up of police super- 
N'ision of the whole people, the introduction of parliamentary 
democracy and the physical destruction of all potential oppon¬ 
ents within the Communist Party. 


(3) The Moscow Trials 

The psychological enigmas ®f the Moscow Trials cannot be 
discussed,and can even less be solved, in this place. In a general 
way it may be remarked that the most frequently used alter¬ 
native concerning their rights and wrongs was logically and 
practically unjustified. It is not necessary that either Stalin 
or his victims had ceased to be Socialist revolutionaries and 
had become cither Asiatic despots or despicable spies. As far 
as the personal development or the personal degeneration of 
the actors in this tragic drama is of any impoilancc at all, it 
is much mbre probable that Stalin and his henchmen as well 
as the oppositionists of different shades who became his victims 
were more or less equally remote from the psychological 
attitude and the political ideas for which they stood twenty 
or thirty years ago. 

The bureaucratic degeneration of the Soviet regime as a 
whole changed not only Stalin but also his previous rivals and 
later victims. All of them got used to work and life under these 
completely new conditions, and adapted themselves to their 
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new surroundings, although some of them m.i> liavc (bund 
this process more difficult than others. But it is hardly per¬ 
missible (as many opponents of the Stalinist dictatorship did 
at the time of the Trials) to glorify as symbols of immaculate 
revolutionary idealism men with a great revolutionary past 
who nevertheless had participated in e\’ery volte-face of the 
dictatorship as long as they were permitted to do so. rhi.s is 
not quite true of those revolutionaries who had spent most of 
the last ten years of their life in Siberia as exiles; but even men 
of the type of Chr. Rakowksi or Muralov, whose strength of 
intellect or character was far above the high average of old 
Bolsheviks, were completely broken as political characters long 
before they disappeared into the night of an inglorious grave 
or G.P.U. prison. 

An obvious explanation of the trials, which wilhitt certain 
limits is as true as obvious explanations of complicated events 
usually are, is furnished by the assumption that Stalin and liis 
associates wanted once for all to get rid of the leaders of 
oppositional tendencies within the C.P.S.U. The ‘old Bolshe¬ 
viks’ were naturally divided into the two groups of supporters 
and of open or secret opponents of the ruling tendency, and 
the destruction of the latter was therefore a foregone con¬ 
clusion. There arc important exceptions among the personnel 
of the trials. Yagoda, Grinko, etc., and particularly Tuk- 
hatchevsky and most of the other generals were not intimately 
connected with the factional struggle within the Communist 
Party, but this explanation is certainly correct for the main 
figures of the three Moscow Trials (Zinoviev and Kameniev, 
Sokolnikov, Radck and Piatakov, Rakovski, Kreslinski, 
Bukharin and Rykov). Even if this explanation is accepted 
as plausible it still remains to be seen why the solution 
of this question was felt to be ripe and urgent during these 
years towards the end of the Second Five Year Plan, as 
these persons, again with the exception of Tukliatchevski.and 
the other generals, were completely deprived of political power. 

A further very plausible explanation of the Trials is furnished 
by the international situation. Trotsky’s suggestion is, in view 
of recent developments, of particular importance: 

‘Many symptoms indicate that Stalin has to fight a certain 
part of the bureaucracy which Nvill assure its position at any 
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price, even at the price of an alliance of friendship with Hitler. 
Stalin is, I suppose, not inclined now to go along in this way, 
but will expose this tendency by the spectre of Trotskyism: 
"It is Trotsky’s policy; wc will execute cver^'body who is of 
ilie same opinion.”—This is not an opinion on my part, only 
a supposition.’ (46) 

It is now hardly fantastic to assume that Molotov was and 
is one of the exponents of this tendency—a hypothesis which 
is perhaps strengthened by Trotsky’s proof that Molotov’s 
star was distinctly in eclipse at the time of the first Trial. 

The international threat to the military and territorial 
safety of the Soviet Union was—and is—an extremely dangerous 
development. It is probable that the rulers of the Soviet 
Union believed in 1936 war to be even more imminent than 
it really was, and they had no illusions about the danger to 
tlieir rule which would be caused by a large-scale military 
conflict. This may have been sufficient reason for them to 
eliminate everybody who opposed the official policy in such a 
vital question, and to prevent the creation or to effect the 
destruction of an existing centre of opposition to the present 
rulers which might have had serious chances of becoming an 
alternative Government in the course of a crisis of the regime. 

After all the experience of the activities of the Fifth 
Column in Spain and during the present war, it would be very 
rash indeed to regard the existence of similar dangers in the 
Soviet Union as pure fancy. Nevertheless, the only condition 
for success of a rival leadership is even in case of war the 
existence of antagonistic social interests within the framework 
of society. If the official assertions of the Soviet Government 
were more than mere phrases, if the last remnants of antagon¬ 
istic social groups were really destroyed, this fear was a ghastly 
error. Under these conditions the danger of war and actual 
war would have only served to strengthen the bonds of unity 
against the common danger which threatened all social and 
professional groups within the Soviet Union alike. 

For thi.s reason the official version of the Moscow Trials 
constantly asserts that the accused had no coherent social and 
political programme, and this was certainly true. On the other 
hand, it was simply a piece of grotesque and cruel irony to 
make the accused confess to the stimulti.s of inordinate ambition 
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as the main motive for their criminal actions. After the non¬ 
aggression pact between Hitler and Stalin it is hardly necessary 
to discuss the ethics of the accusation that the doomed old 
Bolsheviks had been simply agents for Nazi Germany and for 
the Japanese militarists. Even if the idea must be rejected that 
the victims of the Moscow Trials and of the great purge of 
*936“38 were still the pure and great revolutionaries of 1916-18, 
the official propaganda version of the Trials and the accom¬ 
panying purge does not make sense. Although it would appear 
to-day that Stalin and Molotov have been foolish or short¬ 
sighted enough to believe in Hitler’s promises, there is no 
plausible reason to a.ssume that the ‘ambitious’ old Bolsheviks 
were guilty of a similar error of judgment. For once the 
impotent victims of Stalin, were in a better position to judge 
with a cool head and a wide vision than the men on the top 
of a violent but shortsighted bureaucracy whose judgment was 
fatally compromised by the extent of the danger by which they 
were—and are—threatened. 

A satisfactory answer to the problems of the Moscow Trials 
can be given only from a very different angle, by regarding 
them as the bureaucratic, and therefore distorted, expression 
of real developments and real conflicts within Soviet society. 

The Soviet Union underwent an important change during 
the years of tlie reconstruction period, a change which exposed 
it to new internal conflicts. Up to the end of the N.E.P. the 
bureaucracy claimed to represent the workers, but it never 
even claimed to represent the peasants who were regarded as 
an external force. By subordinating the country to collectivi¬ 
zation, a vast new agricultural bureaucracy was created, 
comprising hundreds of thousands of presidents and secretaries 
of collective farms, State farm directors, M.T.S. directors, and 
political representation of all these organizations by Communist 
officials. The influence of the Soviet power over the village was 
tremendously increased, but the peasants won a, certain, and 
probably a very strong, hold on the bureaucracy. Peasant 
interests were now represented within the bureaucracy by the 
representatives of the State towards the peasants who were 
also the spokesmen of the peasants towards the State. 

At the same time the weight of the economic bureaucracy 
was further increased by the reconstruction of industry which 
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dcm.Tndcd an army of managing officials directly or indirectly 
belonging to the bureaucratic apparatus of the Soviet State. 
The use of Communists for economic key positions certainly 
extended the power of the Communist Party throughout the 
economic system, but it also gave the leaders of the economic 
system direct access to and influcucc with the rulers of the 
country. 

Tlic regional and central party officials whose voice was 
heard within the Communist Party were commanded to the 
fulfilment of economic tasks not as manual workers but as 
managing directors. Owing to the simultaneous effects of the 
new social policy which created or widened a rift between the 
interests of the mass of the workers and the managing and 
executive personnel (including the top layer of skilled workers), 
it was the viewpoint of the management and of the privileged 
groups in general which was almost exclusively heard within 
the counsels of the central authorities. At the same time, a 
considerable number of Communist rank-and-filc members who 
worked among the mass of the workers may have succumbed 
to their discontent and voiced within the Communist Party the 
grievances of the common worker instead of subordinating 
everything to the application of the ‘General Line.’ 

The disadvantages of this development for the workers 
were furthermore increased by the fate of the Trade Unions, 
which were finally deprived of (he remnants of independent 
influence they may have had before. The external symptom 
of this decline of 'I'rade Union importance was the removal 
from office of Tomski, who was a member of the ‘right oppo¬ 
sition,’ because he rejected the rising demands of the First Five 
Year Plan. (Later on he was made President of the State 
Publishing House, and preferred suicide to the necessity of 
appearing as one of the accused in the first Moscow Trial.) 
The complete estrangement between the Unions and the 
workers was certainly unwelcome to the Government, but it 
was the inevitable result of its policy, and could not be pre¬ 
vented by palliatives of any kind. The abolition of the Ministry 
of Labour in 1933 and the transfer of its functions to the Unions 
may be regarded as well, and with better reasons, as the 
abolition of the Unions and the transfer of their personnel to 
the Ministry of Labour, which from now on was to be main- 



THE MOSCOW TRIALS 


299 

tained at the expense of the workers. The Trade Unions have 
important administrative duties to fulfil (administration of 
social insurance, factory' inspection, super\ ision of economic 
plans in the field of industrial labour, i.e. fulfilment of tlie 
plans for the increase in the productivity of labour), but these 
tasks do not include the protection of the workers. On the 
contrary', the real function of the Unions is strictest control of 
the working class; this is particularly true in the case of social 
insurance which, under the new social policy, is used for the 
suppression of so-called ‘loafers,’ and therefore causes sharp 
conflicts between the workers and ‘their’ representatives. 

It is interesting to note that industry' was in recent years 
freed from some of the ‘social burdens’ which it had been 
carrying before. Social insurance contributions were reduced, 
the maintenance of the factory committees was completely 
thrown on the shoulders of the workers, who were also com¬ 
pelled to make a contribution to their stay in rest-homes, etc. 
In view of all these developments it was, of course, completely 
illusionary once again to ‘democratize’ the Union movement, 
as the central authorities repeatedly demanticd. The Govern¬ 
ment certainly wanted the workers to take more interest in 
their Unions and to reduce the costs of the Union bureaucracy, 
which had grow-n to a total of not less than 76,500 people, by 
doing Union work, i.e. the functions of the Ministry of Labour, 
in their spare time. But as Trade Union democracy was to be 
confined to uncontroversial topics, these attempts were com¬ 
pletely unsuccessful. 

The development of Soviet bureaucracy w’as very similar 
to that of Soviet society as a whole. Within the ruling bureau¬ 
cracy the representatives of independent material interests— 
the collective farmers—or of privileged groups—the executive 
power, economic leaders, and the working-class aristocracy— 
shared in the power, while the working masses were practically 
unrepresented. The whole structure of the Soviet bureaucracy 
was radically changed, and this transformation was bound to 
react on the personnel of the dictatorship. For the time being 
the old Communists remained within the ruling bureaucracy, 
very frequently still in the decisive positions, but they were 
joined by a growing number of administrators pure and simple 
who w’ere brought to the top by the requirements of economic 
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rcconslruction and by the various economic interests to which 
it gave rise and access to the ruling bureaucracy. The old 
Bolsheviks within the dictatoi-ship were partly conscious 
advocates of this change, as Stalin, Molotov, Kaganovitch, 
etc., for the rest, however, they seem to have suffered grievously 
from (he irreconcilable contrast between their past and their 
present; to use a striking phrase coined by Bukharin in his last 
plea in the third Moscow Trial (March 1938), they suffered 
from a ‘dual mind.’ The new generation of more or less 
successful industrial managers, collective farm presidents, 
and other political and economic administrators, on the other 
hand, was completely and firmly rooted in the new state of 
things, approved and influenced the new tendencies of the 
Soviet power, and was filled with deep mistrust of their old 
colleagues who were regarded as an incongruous remnant of a 
barbaric and incflicicnt past. 

This strong and growing force of new bureaucrats without 
revolutionary past not only distrusted the old Bolsheviks, 
however sadly these themselves may have changed in the 
course of the years, but they positively wanted to get rid of 
these amateurs of social and economic administration. This 
obvious fact docs not, however, explain the violent character 
of the extermination of the old le.aders and cadres. The ulti¬ 
mate reason for the violent character of this reviremenl., for the 
removal of the wrecks of the revolution by the beneficiaries 
of the post-revolutionary period, was the emergence of new 
social conflicts between the mass of the workers and the 
bureaucratic regime. These conflicts were a consequence of 
the reappearance of economic privileges and economic 
exploitation. As long as the peasants offered a united front of 
resistance against the towns, the workers not less than the 
Government, the Soviet power was at least partly justified in 
claiming to represent the workers. After the success of collec¬ 
tivization the peasants managed to obtain comparatively 
far-reaching material concessions and probably a modicum of 
direct political influence. The working class, on the other hand, 
was split by the new social policy into a privileged minority 
and into a ‘negatively privileged’ majority whose interests 
were by no means adequately protected by the bureaucratic 
regime. The old social balance was greatly disturbed, but no 
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new stability could be attained. Under the economic conditions 
of a centralized and largely industrialized system, the trans¬ 
formation of the bureaucratic rulers into a materially privileged 
group was a source of new disturbances and created a general 
feeling of discontent among a large part of the masses and a 
feeling of insecurity among the leaders. This feeling was further 
enhanced by the threatening international situation which 
seemed to compel the Soviet regime to undergo the terrible 
and decisive test of a totalitarian war. 

This real background of the Moscow Trials brings out one 
grotesque and terrible fact. If the Communist leaders really 
wanted to get rid of potential rivals, or the potential leaders, 
either of a second revolution, or of a Fifth Column in the service 
of Fascism; if they suffered from fear of an impending social 
upheaval—a fear which was greatly increased by their now 
bad conscience-^they made a curious mistake in the choice 
of their victims. By striking at their past opponents, they only 
struck their own past. The accused of the Moscow Trials, the 
former leaders of the oppositional tendencies within the Com¬ 
munist Parly, who lost their life owing to the Trials or to the 
purge, were already political corpses when they appeared before 
what were called their judges. In spite of the gruesome reality 
of their confessions and their indictments, their judgments and 
their executions, the Moscow Trials were not even political 
actions but a fight of the bureaucracy with its faded revolu¬ 
tionary shadow. 

The purge was certainly successful as far as it eliminated 
those elements tainted by a revolutionary past who had not 
atoned for this crime by constant adherence to the successive 
bureaucratic degenerations of the regime without complaint. 
The purge destroyed the contradiction between appearance 
and reality, between traditions and tasks of the dictatorship, 
and adapted its personnel to its functions. It demonstrated to 
the world that the once Communist and revolutionary dictator¬ 
ship of the Soviet Union has become a bureaucratic dictator¬ 
ship pure and simple which acts according to no principle 
whatever, and is inspired by one aim only—the maintenance 
of its own position, the preservation of its own existence. 

The influence of the Moscow Trials and of the accompanying 
purge in the Communist Party and in the Soviet State on the 
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ttiiuimiin!' process of social dincrcniiaiioii, on ihc 
reappearance of economic privileges and economic exploita¬ 
tion, was exactly nil. Although the struggle in the political 
jungle w as a distorted expression and a symj)lom of the fateful 
development of the soti.il forces, it had no bearing whatever 
on ilu ir further destiny. 

4 
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CHAPTER TW'ENTY-IOUR 


THL LAST THREE YEARS 


The Second Five Year Plan was fulfilled, or al any rale con¬ 
cluded, ai the end of 1937, and in March 1939 the Eighiccnlh 
Congress of the C.P.S.U., after a report by Molotov, adopted 
the Third Five Year Plan. This Plan is again much more 
modest in the sphere of consumption goods industries than its 
predecessor, but this docs not mean that it will be easy, or 
possible, to fulfil it as a whole. This time it looks, however, as 
if wishful thinking was rcser\ cd for the field of capital goods 
industries, whereas the Plan for Group B industries is so modest 
that even its fulfilment'would not liquidate the goods famine 
in the country. The planned increase in the output of Group A 
industries amounting to 103 per cent (1) will almost certainly 
either not be reached at all or only reached in one or two 
branches of industry at the expense of the rest. 

Even for the Second Plan period many inconsistencies and 
improbabilities could be explained only by the assumption 
that armament output grew by leaps and bounds. This need 
not induce to rash conclusions about the military strength of 
the Soviet Union because much depends on the prices used 
by Soviet statistics. It is easy to gauge the importance of 
British armament expenditure to the tune of ^(^500,000,000; 
it is already much more difficult to ascertain the meaning of 
German armaments to the value of RM. 5,000,000,000— 
but it is quite impossible to estimate the physical volume of 
Soviet armament expenditure to the amount of roubles 
50,000,000,000. Although there is no simple mathematical 
relation between the output of armament industry' (prices 
1926-27) and the budget expenditure for military purposes 
(current prices) it is almost certain that the share of arma¬ 
ments in the total of industrial production must grow with the 
increase in military credits. Armament expenditure in 1933 
was only 3-6 per cent of industrial gross production, in 1936 
it had already risen to 18*3 per cent, and in 1938 it was not 
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less than 34 per cent. Military expenses rose to 40,900 million 
roubles in 1939 and 57,000 million roubles in 1940, i.e. more 
than 40 per cent of the value of industrial gross production, 
and the budget estimate for 1941 contains a provision of not 
less than 70,900 million roubles for the same purpose. The 
simple fact that armament looms terribly in the foreground of 
Soviet industry can hardly be denied. 

Since the beginning of 1938 a special People’s Commissariat 
of Defence Industry has been created, and this change permits 
a slightly belter view of the growth of armaments production 
in comparison with other machinery. According to provisional 
figures for 1938 and 1939—which arc rather less favourable 
than could be expected from Stalin’s dfi'd Molotov’s figures 
for 1937—the value of defence machincr>' produced in 1938 
was 11,600 million roubles as compared to 10,500 million 
roubles for all otlier machinery’, i.e. 52-3 per cent of the total 
value of machinery produced during that year. (2) In 1939 
the increase in the output of industry as a whole is said to have 
been 14'9 per cent (according to later figures 16 per cent), 
or more than prescribed by the Plan. This increase is divided 
as between armament production and all other branches of 
industry' in such a manner that armament output jumped by 
46*5 per cent, whereas the rest of industr)’ increased its pro¬ 
duction by 9 • 7 per cent. The share of machinery of destruction 
in the lota! output of machine construction rose to 58-3 per 
cent. Even the modest increase in other industries includes 
substantial amounts of iron and steel, non-ferrous metals, oil, 
etc., for the use of the growing defence industry. It was not by 
chance that the production of non-ferrous metals and chemicals 
made progress among the best branches of Soviet industry. 
At the same time an enormous increase in the effectives of the 
Russian armed forces was making heavy inroads on the products 
of the textile, shoe and food industry for uniforms, army boots, 
and rations. Thus it is certain that by far the largest share in 
the increase of industrial output was directly or indirectly 
devoted to armaments. If this was true for 1939, it is even 
more true for 1940, when the Soviet Government claimed, in 
spite of a considerable increase in territory, only a growth of 
II per cent (from 123,900 to 137,500 million roubles) in the 
value of industrial gross production. While it was officially 
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announced at the Eigliteenlh Conference of the Communist 
Party (February 1941) that in 1940 some industries fell behind 
tlieir 1939 production schedules—not to mention their plan 
for 1940—G. Malcnkoff, the secretary to the Communist 
Central Committee, claimed great successes in die production 
of armaments: 

‘Success in the acquisition of new techniques and grow th of 
the defence industry permitted a considerable increase in the 
mechanization of the Red Army and Na\y tvith the newest 
models and t>y>es of armaments.’ 

Whether this tendency is inevitable or not is a political 
question, and it would be folly to deny that military strength 
is essential for a country' in the position of the Soviet Union. 
In any case this development has vciy' serious economic 
consequences. If more than one-half of the total output of 
machinery consists of armaments in the strict sense of the word 
(planes, munitions, warships, etc.), the improsement in the 
technical equipment of the other branches of industry will be 
severely handicapped. This will be reflected in the gradual 
slackening of the rising tendency of production in those 
branches which arc still dependent on new capital equipment 
for increasing their output. Preliminary figures do not leave 
the slightest doubt that this is not a remote possibility but 
unfortunately already an established fact. From published 
material the following production figures for some of the most 
important basic commodities can be worked out which arc 
compared with the planned production for 1939 under the 
assumption that production during the Third Five Year Plan 
was to rise at a constant rate of increase: 




Ptodiulion in 


Planned output 


1937 

‘93S 

1939 

for igsg 

Elcccncal energy' 

36 -4 

39-0 

4»-5 

49*3 

Coal, million tons 

127-9 

is-jy 

•45 •> 

i68‘7 

Oil and gan, million tons 

30-4 

32*2 

33'7 

39-8 (3) 


> Biltion kwh. 


As far as the results for iron and steel, engineering as a whole, 
motor-car production, etc., are known, they, too, show that 
the rate of increase has dangerously slackened in all these 
branches, and that there is not the slightest chance for them to 
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fulfil ilic-ir plans unless a complete change of regime lakes 
place—a possibility which is vcr>’ slight indeed at the present 
moment.* 

The planned increases in consumption goods industries were 
\cr\’ modest, and in some cases the Third Five Year Plan 

t 

actually reduced the unfulfilled demands of the Second Plan, 
e.g. in the production of cotton and woollen goods and canned 
foods. Ncvcrllieless it seems that, with only one exception, the 
results of 1938 and 1939 arc stiM considerably below the 
planned figures if calculated at a constant rate of increase; 


(billion roubles) 
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Planned oulpul 


mi 



in tS39 

IVxtile indtjsirv.. 

0-5 


9-8j 

10-5 

Lif^ht industry* .. 

67 

71 

7-7 

7-9 

Fisli indu^ir>‘ 

oO 

0‘8 

o-g 

1 -04 

Meal and Dairy industry 

2*9 

3*8 

4-3 

4-2 

Food industry' 


10*4 

113 

n -5 


it is clear that for the first time the provisions of the Plan 
in this field arc something more than purely imaginative 
efforts. But it will be seen later on that the Plan envisaged only 
a comparatively modest increase in the standard of living of 
the working class, and its non-fulfilment makes even this 
impossilde. At present, the extraordinary expenses of^thc 
Finnish war and the necessity of creating or increasing reserves 
in view of the further deterioration of the international situation 
have created a situation where further material progress for 
the ma.sscs of the urban population is definitely improbable. 
Although there is not enough reliable evidence available to 
permit final conclusions, it is almost certain that last year the 
living conditions of the workers actually deteriorated again. 

As far as agriculture is concerned, the first two years of the 
Third hive Year Plan were not favoured by particularly good 
conditions, and the same must be said of 1940. On the other 
hand it is true that comparisons, particularly in the case of 

WHs worlh men boning Uiai those branches of industry at present particu* 
larly blamed for ihcir failure to fuiril the Plan—locomotive and car buildingt 
electricity, timber, paper, fish, and building materials—arc mainly those whose 
difficulties have been renewed in the anal)^ of the Second Five Year Plan 
(Chapter XXI). 
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grain cuUi\ation, arc influenced by the fact that 1937 was a 
record year: 

(In million quintaU) 



f937 

PfoducUon in 

>939' 

Grail) 

1,0029 

949 9 

1,060 

VoiUm 


269 

28*2 

Flax 

5 7 

* 5 

6*3 

Sugar beet 

218 6 

jGG‘8 

210 


^ ApproKHii.i 

U’ly. 



Later reports suggest tliat the quoted figure for the grain 
crop of 1939 was far too optimistic, and estimates as low as 
75 million tons have been made. Last year the general level of 
agricultural production was again not unsatisfactory'. 1 lie 
grain harc'cst was probably better than in the first two years 
of the Plan, and cotton and sugar-beet crops seem to ha\ e 
been quite favourable, although there arc as yet no reliable 
figures available. 

The fundamental success of the whole policy of agrarian 
reorganization is incontestable. The grain problem has been 
completely solved, and in spite of the backward slate of some 
technical crops and livestock breeding the i)roblem is now 
mainly how to improve yields and qualities which have been 
completely disregarded in the drive to increase production. 
The complaints of the ‘backwardness’ of agriculture which 
were never quite relevant arc now completely unfounded, and 
it seems, on the contrary, that the greatest obstacle to rapid 
agrarian progress is the ‘backwardness’ of industry. 

The inability of the Soviet Government to supply the 
peasants with sufficient manufactured goods in exchange for 
the delivery of agricultural produce is clearly the crux of the 
matter. It compels the Soviet pow’cr to increase its administra¬ 
tive pressure on the peasants by changing the basis and increas¬ 
ing the rate of taxation as well as by reducing the individual 
plots of the collective farmers and their individuar share in 
the output of their farms. Although frequently excessive plots 
had been granted in the culminating years of the new social 
policy, they became a danger to the working of the collective . 
f^rms only owing to the lack of industrial goods for the village 
which artificially reduced the productive efforts of the peasants. 
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A grotesque result of the present international policy of 
the Soviet Government is the situation caused by the delivery 
of agricultural produce to Germany. It is only owing to the 
success of Soviet agrarian policy that the Government is able 
at all to send considerable quantities of grain, cotton, etc., 
out of the country. But as far as Russia receives anything in 
exchange for these deliveries, it is certainly not what she needs 
for her peasants, i.e. manufactured consumption goods. 
Although Russian industry can probably make use of German 
deliveries of machine tools and machinery, this new burden 
is bound to increase the existing friction between the Soviet 
power and the peasantry, and may in the coui-sc of time en¬ 
danger the internal balance of the countr>’. 


% 
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CHAPTER T^VE^■TY-FIVF 


SOVIET UNIOX, 1941 

The survey of the economic state of the country' during the 
immediate past has led to the surprising result that agriculture 
seems to be in a better position than industry which has l>cen 
fostered with so many exertions, and which has now, to a 
certain extent, even become the basis of agriculture. If this is 
due to the temporary need for armaments at any price more 
than to anything else, a suncy of Russia’s social state, while 
confirming the impression of a great success in the countryside 
as compared to a great change in the towns, is bound to end 
on a gloomier note. 

The greatest, and from the point of \'iew of social progress, 
probably the most important success has been achieved in 
agriculture. Collectivization and mechanization have up to 
now only partly resulted in such an improvement in agri¬ 
cultural production as was expected by the Communists. The 
productivity of rural labour is still very low, and this is particu¬ 
larly true when the advantages of large-scale farnting and 
mechanization arc taken into consideration. It may, therefore, 
be' assumed that after the fundamental success of collectivi¬ 
zation which was bought at so high a price further successes 
will be achieved without great sacrifices, when the new methods 
and the new machinery have been thoroughly mastered by 
the peasants—if trade between town and village improves. 

There is, however, one danger point which particularly at 
present cannot be overlooked. Collectivization and mechani¬ 
zation made Russian agriculture less primitive, but for this 
very reason also less independent. The modern agricultural 
system of the Soviet Union is still very young and not firmly 
rooted. It still needs extraordinary investments and normal 
industrial supplies of oil, tractors, and mechanics in order to 
carry on and grow. If the Soviet power should be unable to 
maintain the supplies of tractors, oil, fertilizers, and many 
food-stuffs in manufactured form, a dangerous agricultural 
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crisis would be llic consequence which would have much 
graver effects on the economic system of the country than 
world war and revolution had in their time. Soviet agriculture 
has become \cry sensitive to developments in other spheres 
of So\ ict life, particularly the stale of industry'. 

The peasants are already reaping some of the advantages 
inherent in the new collective farm system. The disintegration 
of the primitive agrarian organization of earlier times has 
been overcome and living conditions in the village have 
improN cd, although the danger of war and the consequences 
of the pact with Nazi Germany for the time being exclude the 
possibility of further advance. On the other hand, there are 
still considerable difficulties to surmount if the needs of large- 
scale farming arc to be reconciled to the individualistic instincts 
of the peasants which have been even further strengthened by 
the agrarian policy of the Soviet power since the beginning 
of the Second Five Year Plan. Complaints about so-called 
collective farmers who work only a few labour days for the 
collective farms and get the bulk of their income out of the 
plot of land and the livestock which they j>ossess individually 
have become quite frequent during the .last few years. The 
Cio\crmncht has been reacting to this unfavourable tendency 
by administrative measures, and, in the spring of 1940, by 
important changes in the system of agricultural taxation. 
This was followed up by an energetic campaign in favour of 
higher ‘voluntan’’ deliveries of agricultural products to the 
State, and, in February' 1941. by a radical increase in the 
scale of the agricultural tax. 

Apart from these important and perhaps dangerous tenden¬ 
cies of development, the very success of agrarian reorganization 
has interesting reactions on the state of industry. One of the 
most significant social results of collectivization is the abolition 
of the flight from the land and the stabilization of the village. 
In the past, the difficulties in the social and economic relations 
between town arjd countr)'sidc were simply problem's of 
commodity c.xchange, while the disintegration of the village 
automatically produced an unlimited supply of unskilled labour 
for the needs of industry’, mining, and building. At the present 
time the stabilization of the village creates a new and important 
labour problem for industry: 
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To-day it is no more a question of fmdin*' somehow work in 
industry for unemployed peasants, who have no roof over 
their heads, who ha\c left the village ami arc tlircatencd by 
hunger. Peasants of this kind have ceased to exist in our country 
long ago. . . . To-day it can be only a question of asking the 
collective farms to fulfil our request and to give tis for our 
growing industries annually at least half a inilHoii yo\iiiQ[ 
collective farmers/ (4) 

It is noteworthy to remember, however, that this achievement, 
of which Stalin is justly proud, has its dark rc\'crsc; the 
abolition of the flight from the land was achieved not only by 
making the peasants prosperous but also by destroying four 
to six million peasant households altogether. 

The problem of labour supply in industry', apart from tlic 
shortage of skilled labour, was repeatedly discussed in the last 
Congress of the Communist Party, and its importance is 
certainly very great. It proves that the success of collccii\ ization 
really put an end to the flight from the land. It proves, however, 
at the same time that the most important motive responsible 
for the flight from the land has disappeared as well, i.e. the 
difference between the standard of living of the poorer peasants 
and the common labourers. It is a piece of evidence not only 
for the improvement in rural conditions, but also for the 
comparatively unfavourable development of the position of 
the unskilled urban worker. It is clear that pious wishes alone 
will be insufficient to attract large numbers of workers; on the 
other hand, the slow increase in the production of consumption 
goods—a large part of which will have to go to the countryside 
“•makes it very improbable that the materia! position of the 
industrial worker in general will be greatly improved during 
the next few years. Thus the Government is intensifying the 
drive for increasing the productivity of labour by fair means 
or foul. The tightening up of social insurance control by 
specially selected ‘social insurance councils’ within the frame¬ 
work of the factory committees, the extension of‘chain’ labour, 
the great New Year drive in the beginning of 1939 to clean 
the factories of‘loafers’ arc part and parcel of the constant 
endeavour to induce the workers to higher and higher efforts. 
If the provisional figures given by Zverev (5) are correct it 
would seem that the number of industrial workers in industry 
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during 1939 declined by 1-7 per cent, because a rise in the 
productivity of industrial labour of 16-7 per cent was accom¬ 
panied by an increase in industrial production of only 14-7 
per cent. However that may be, it seems as if the Government 
would find it vcr>- difficult, if at all possible, to find one million 
new workers every- year, partly from the towns and partly 
from tlie land. 

This fundamental difficulty, together with the development 
of the international situation, has been responsible for the 
boldest step backward yet undertaken by the Government in 
its relations to the workers—the re-introduction of the eight- 
hour day and the seven-day week (June 26th, 1940), which 
was made ‘at the wish of the Trade Unions.’ The seven-hour 
day had been given to the workers as an earnest of the better 
future which was to follow the stress and privation of the 
reconstruction period. Stress and privation there was enough 
and to spare—but the better future did not come. 

Less than si.K weeks after this staggering blow the law against 
petty theft at work and absenteeism was tightened up, and its 
provisions were used to threaten with imprisonment every 
engineer, technician, skilled worker, or office employee refusing 
to accept a job in any part of the Soviet Union. An even more 
drastic measure was the establishment of compulsory labour 
service for almost a million of youths who arc to receive 
technical training followed by four years’ scrv-icc on public 
works. Tlic reactionary character of this measure was accentu¬ 
ated by the imposition of comparatively high university fees 
and the reduction in scholarships. However fiitile these brutal 
attempts to overcome natural and artificial obstacles by 
bureaucratic decrees may be in the end, they arc proof of the 
unlimited power wielded by the Soviet Government over the 
Russian working class. 

There is nothing in the Third Five Year Plan to warrant 
the conclusion that the position of the industrial workers will 
improve relatively to that of the peasants; on the contrary, 
it seems that the insufficient increase in the available quantity 
of consumption goods is mostly destined to go to the collective 
farmers. During the five years 1938-42 the number of industrial 
workers is to rise by 20 per cent and the total wage fund by 
60 per cent, permitting an average increase in wages of 33 per 
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cent. Agricultural production, on the other hand, is planned 
to grow by only 52 per cent, but the receipts of the coIlecti\c 
fanners are to increase by fully 70 per cent, (i) 

It is certainly true that the living conditions of all sections 
of the working class greatly improved during the years of the 
Second Fi\e Year Plan—but they simply could not remain 
on the staiN'ation level of the years 1931-33, and for the masses 
of the workers they have certainly not yet reached the level 
of the last N.E.P. years. On the other hand, a working-class 
aristocracy has been created whose social, political, and 
economic position has improved out of all proportion with 
that of the rest. The living standard of this section of the 
working class has nothing in common with that of the prole¬ 
tarian masses, however little it may have of what is probably 
the most abused word in the Soviet Union of to-day, a ‘cultured 
life.’ 

After the purge had been completed, the ruling bureaucracy 
as such established its rule over the counti*)’ without feeling 
anything of the qualms of bad conscience which had been tiic 
undoing of the ‘old Bolsheviks.’ It broke with the formal 
traditions of the revolutionar)' period and the Soviet idea by 
establishing a parliamentary democracy modelled on the 
German constitution after its rape by the Nazis and recognized 
as compass for its actions only the polar star of its own advan¬ 
tage, the maintenance of its own position. This rule of the 
bureaucracy pure and simple was particularly well expressed 
by Stalin in an illuminating speech during the campaign 
against Trotskyist and other criminals, on March 3rd, 1937: 

‘The fact of the matter is that in their excitement over the 

* 

economic successes they (sc. the leading party ofiicials) began 
to see in the latter the beginning and the end of everything, 
while to such matters as the international position of the Soviet 
Union, the capitalist encirclement, the strengthening of the 
political work of the Parly, the struggle against wrecking, and 
so on, they simply stopped paying attention, assuming that all 
these questions were of second-rate or third-rate importance.’ ,(6) 

Later on Stalin described this t^'pe of leading Soviet ofllcial 
with a knowledge of the subject which is certainly unparalleled: 
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. . some ol our Party leaders suffer from a lack of attention 
to people, to members of the Party, the workers . . . such 
leaders generally strive to think in terms of tens of thousands, 
disregarding the “units,'’ the members of the Party, their fate. 

1 hey regard the expulsion of thousands or lens of thousands 
of people from the Party as a trifling matter.’ (7) 

1 he remedy recommended by Stalin for these defects is almost 
pathetic, and reflects the complete decay of the Communists as 
a political party in the space of less than twenty years: 

it is necessary to supplement the old slogan of mastering 
technique . . . l)y a new slogan—the political education of the 
crtdm, the mastering of Bolshevism, and the abolition of our 
political credulity.’ (8) 

Here, just as in the attempt to introduce democracy into the 
bureaucratic dictatorship from below, Stalin tries to square the 
circle. After thousands and thousands had been excluded from 
the Communist Party, imprisoned or shot, because they were 
suspect of having ‘mastered Bolshevism’ in a manner detri¬ 
mental to the interests of the ruling bureaucracy, Stalin 
demands from the creatures of a new era, of new aims and new 
•qualities, to ‘master Bolshevism’—and for this purpose he 
recommends the establishment of party classes for higher 
Communist oflicials where ‘masters of Bolshevism’ are to be 
turned out by the hundred in conformity to Government 
decrees and certified by diplomas and testimonials. 

There arc a few figures available concerning the structure of 
the Soviet Slate, the economic bureaucracy, and the Commun¬ 
ist Party. Among the 2,016 delegates of the last Congress of 
Soviets (December 1936), 937 (or 47 per cent) were members 
of the Central Executive Committee, directors of enterprises 
and specialists, responsible officials of the parly and the Trade 
Unions, and higher army officers, 589 delegates (or 29 per 
cent) were presidents of local soviets, of collective and State 
farms, etc., 430 delegates (or 21 per cent) were Staklianovists, 
and 60 (or 3 per cent) were simple workers and peasants. (9) 
According to the latest census (on January 17th, 1939), the 
siiarc of the ruling bureaucracy, the administrative and 
executive personnel of national economy, and the intelligentsia 
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in the population of just under 170 million people was as 
follo\vs: 


Managing staff of Soviet economy— 


Heads of administration, etc. 

450,000 


Managers of State industry 

350,000 


Managers of State and collective 



farms 

582,000 


Others 

369.000 



-- 

1 ,751,OCX) 

Engineers, architects 


330,000 

Technicians .. 


906,0(K) 

Teachers, research workers .. 


1,049,000 

Accountants, economists, statisticians 


2,439,000 

Others 


3,1 iG,000 

Total Soviet intelligentsia 


9,591.000 (10) 


Here it is again necessary to stress the growing importance 
of the armed forces within the dictatorship. By extending tiie 
duration of service in the army, navy, and air force they have 
a growing part of Russian youth directly under their control. 
They use a formidable proportion of the economic resources 
of the country and monopolize the increase in industrial 
production. More and more of the highest bureaucratic 
positions are filled with officers who have also a large share in 
the membership of the Supreme Soviet and the ruling layers 
of the Communist Party. 

At the same time the armed forces have succeeded in freeing 
themselves from the brakes on their authority which had been 
found necessary during the revolutionary stage of the Soviet 
regime. The political commissaries which were the backbone 
of political control .over the officer corps have been abolished. 
Generals, admirals, and marshals have made their* appearance 
in the Soviet vocabulary, and—much more important—the 
hierarchy of non-commissioned officers which is the surest 
bulwark of the power of the officers over their men has been 
re-established. The armed forces form not only a State within 
the State, they are fairly on the way to conquer the Government 
and the Communist Party itself. 

The Communist Party itself evolved new principles for the 
appointment of its most important officials. In March 1939 
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Andreyev, one of its inner circle of leaders, announced with 
pride that 28 6 per cent of the regional and central secretaries 
could boast of university training, and 30 per cent of secondary 
school education; according to this test many of the leaders 
during the rcvolutionar>' period, when the Bolsheviks were 
still largely a parly of intellectuals, would have had to be 
satisfied with the humble position of cell secretaries. The 
radical change in ihc pei'sonal structure of the Communist 
Party is expressed in the following words from the same report: 

‘.M'ler having replaced that part of the cadrfs which has 
l)ecome bankrupt politically and materially, and after the 
appointment of new people to loading positions, our party has 
made much progress and strcngtlicncd itself. . . . The house of 
our party has l)ccomc clearer and cleaner. Connections with 
the masses and with tlic local centres have become stronger. 

. . . the elements of moral decomposition disappeared to a 
^■onsidcrablc extent, fbr they were caused in the past by people 
wiili a decayed political conscience which explained their moral 
decay as well.’ (11) 


♦ • 

• 

Under these circumstances it is clear that Socialism, as 
understood by the international labour movement and as a 
genuine alternative to capitalism, has not been realized in the 
Soviet Union. The l)urcaufrntic self-conceit of the Soviet 
rulers themselves is going a long way to prove this fundamental 
fact even to the dullest brain. 

The growili of economic privileges for the bureaucracy, the 
creation of a privileged group within the working class and the 
bureaucratic/<7 Ha: frais of So\'iet economy must be paid for by 
somebody. In view of the fact that the peasants have succeeded 
in resisting excessive demands by the State, the working masses 
have to bear the brunt of these costs. The common workman 
is at present neither politically nor economically able to 
protect his interests, and the Government effectively prevents 
liim from all attempts to do so; the Soviet State protects a 
system where the relative comfort of a small minority is bought 
at the price of continued exploitation of the majority of common 
workers. It is practically certain that this state of things, 
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unsatisfactory though it may be, is far more advantageous for 
the working class than the maintenance of capitalism would 
have been—but this is not the real point. The ‘contradictions’ 
of capitalism have not been replaced by a harmonious Socialist 
order of society but by the ‘contradictions’ of a bureaucratic 
State Socialism (or State capitalism). 

Is there any truth in the Trotskyist idea that the Russian 
workers have remained essentially as rcvolutionar>' as they 
were twenty or twenty-three years ago, and that they will 
rise against their new rulers as soon as conditions allow it? 
—Practical symptoms and general considerations alike suggest 
that this is nothing but an illusion. In the Soviet Union the 
workers are more completely organized than an^^vherc else, 
including even Nazi Germany, and the leaders of these working- 
class organizations arc part and parcel of the bureaucratic 
leadership of the country'. There is not the slightest hope to be 
derived for the future of Russia from the memories of 1917. 
Neither the form and nature of Soviet working-class discontent 
nor the practical possibilities of expressing it permit the pre¬ 
diction that Socialism will be realized in the near future in 
Soviet Russia. 

It may be safely assumed that a breakdown of the present 
regime in Fascist countries, whether it is a practical proposition 
or not, would lead to the resurrection of a broad working-class 
movement with directly Socialist aims. Not even such a modest 
forecast can be made for the Soviet Union. Even during the 
process of bureaucratic degeneration the present regime has 
been making good progress in many directions, and many of 
its institutions would be maintained by a truly Socialist regime. 
The bureaucratic rulers of the country have taken great pains 
to persuade the workers that all their measures are simply 
dictated by the interests of the working class, and this claim, 
though never completely justified, was rarely completely 
without foundation. It is probably a safe estimate that the 
workers of Soviet Russia arc at present further removed from 
reaching a Socialist order of society than the workers of Fascist 
countries would be immediately after the breakdown of the 
Fascist regime. 

In its power of resistance to internal enemies, the bureaucratic 
dictatorship of the Soviet Union has reached a high measure 
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of Stability. After the purge of the years 1936-38, the Soviet 
bureaucracy is deprived of many of its outstanding talents, 
particularly in the Red Army, but it is probably more united 
in its outlook, its aims, and its methods. The repressive machin- 
cr>- is over-developed and firmly in the hands of the Govern¬ 
ment. The success of collectivization has removed the social 
storm centre of former years, and there is at present no indication 
that conflicts with the peasants will assume as great a degree 
of importance and violence as they did in the past.—The 
working-class aristocracy is well satisfied with its material and, 
even more, with its social condition, and owing to its key 
position in national economy it has a strong influence on the 
mass of tlie common workers. This mass has got some reasons 
for discontent, but there seems to be still a fair amount of 
instinctive and unquestioning loyalty to the regime which is 
the outcome of the greatest workers’ revolution in human 
history. As long as the living conditions of the people do not 
radically deteriorate, there is no probability that the workers 
would be even inclined to try and bring about a change of 
tlic existing regime—and there is not the slightest chance that 
such an attempt, should it be made, would succeed during 
peacetime. 

HowcN'cr non-Communists regard the Soviet Union, it 
would be simply a delusion to deny that the present internal 
situation of the bureaucratic dictatorship is very stable indeed. 
Its breakdown in the near future could be the consequence 
only of suicidal mistakes on the part of the rulers; they have 
proved that they understand their own interests very well as 
far as their relations to the Russian workers and peasants are 
concerned. But at present this is not enough; the international 
situation during the last few years and at the present day 
reacts strongly on the internal conditions of all countries, 
including Soviet Russia. And it remains to be seen whether 
the bureaucratic rulers of the Soviet Union are as consistent 
and as successful in their international policy as they were 
undoubtedly at home. 


1 



CHAPTER TWENTV-SIX 


THE SOVIET UNION AND THE WORLD 

In two important moments of Russia’s post-war development 
the international position of the country was the decisive 
factor for the course of its internal life. In igi8, when inter¬ 
vention by the Great Powers was responsible for the transition 
to War Communism and all it implied, and in 1928, when 
the existence of a hostile capitalist world outside the frontiers 
of the Soviet Union was responsible for the desperate attempt 
of capital reconstruction out of revenue at the expense of the 
life and happiness of the Russian people. After 1918 (he ‘\ an- 
j^uard’ of the working class was transformed into a despotic 
bureaucracy j after 1928 the despotic bureaucracy became an 
economically privileged and therefore, in the last resort, an 
exploiting group. 

Once the bureaucratic dictatorship had established itself firmly 
in the saddle, it w’as disinclined to follow the revolutionary 
policy of the first period of the Communist International 
under Lenin’s guidance. This would have been not necessarily 
bad, for the policy of the Communist International may have- 
been revolutionary in intention, but it certainly was wrong in its 
methods and in its appraisal of realities. But the international 
policy of the bureaucracy did not differ from that of Lenin- 
Zinoviev by its better grasp of international realities, but 
exclusively by its lack of belief and resolution. 

A proper co-ordination of the international activities of the 
Soviet Government, which were divided between the Soviet 
Foreign Office and the Communist International, was only 
found to be necessary after the rise of Nazism to power in 
Germany (1933). Soviet international policy now aimed at 
collective security instead of bilateral non-aggression pacts, 
and Communist international policy discarded the policy of 
‘social Fascism’ (struggle against the labour movement of the 
Second International) in favour of the ‘Popular Front’ 
(collaboration with all progressive forces in all countries in 

X 



SOVIET RUSSIA 


order to prevent the further success of Fascist tendencies in 
every country individually and in the international sphere). 
The Soviet Union joined the anti-revisionist bloc which ruled 
the League of Nations and tried to reduce the danger threaten¬ 
ing from the activcly-impcrialist powers (Germany, Japan, 
Italy) by an alliance with the saturated capitalist Powers 
(France, Britain)—without being, however, accepted as an 
equal partner by Great Britain. 

This policy was clearly dictated by the interests of sclf- 
proscrvalion—and in international affairs the interests of the 
Russian people coincided with those of its rulers. It cannot be 
denied that the special interests of the Soviet Union were 
adequately protected by such a policy, if it could be pursued 
with success. 

This success was, however, very small indeed—and it is only 
fair to say that the Soviet power does not bear the slightest 
responsibility for the failure of this policy. The surprising 
events of 1938, the successes of German Nazism which were 
made possible only by the involuntary support of British 
capitalism, clearly indicated that for the time being the 
saturated democracies preferred the sacrifice of their national 
interests to the social risks of war and the danger of a break¬ 
down of the capitalist system in the Fascist countries. Under 
these circumstances, the Soviet Government was. clearly 
justified in revising its foreign policy. This process may have 
been suspended by the reorientation of British policy in March 
1939, but it was accentuated by the dismissal of Litvinov 
when it became clear that the British Government was not 
ready to form a complete and watertight alliance with the 
Soviets. On the other band, this international failure of the 
democracies did not change the interests of the Soviet Union 
itself which demanded the repulsion of the aggressive Fascist 
States and the support of every serious resistance to further 
Fascist attacks. 

Thus it would have been clearly in the interests of the Soviet 
Government to keep its hands free in order to see whether or 
not the democracies really meant business when the next 
‘crisis’ broke out. This policy may have had its dangers—the 
principal one in the eyes of the Soviets was the danger of an 
attack by Nazi Germany with the connivance of the Western 
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democracies. This danger was, however, completely unreal. 
In spite of the vacillations of British and French policy it could 
not be disregarded even at that time that March 1939 ^vas a 
definite watershed in the relations between the democracies 
and the Fascist Powers. Not out of moral reasons, but simply 
owing to the growing danger of imperialist attacks hy the 
Nazis, Great Britain and France were bound to prepare Idr 
the now inevitable conflict, and were therefore unable to 
permit the Nazis to blunt their most important weapon, the 
blockade, by winning the hegemony over Russia, and thereby 
over the Continent. These considerations were simple common 
sense, and they ought to have been particularly familiar to a 
Government whose policy was alleged to be the result of 
Marxist analysis. 

The policy actually chosen by the Soviet Government 
differed from this line of action. The non-aggression pact with 
Hitler Germany was under the pre\’ailing conditions clearly 
a charter for Fascism for an unpunished attack on Poland. 
1 he exact moment of the conclusion of this pact may ha^c been 
an instance of‘sweet revenge’ for the repeated slights suffered 
by the Soviet Government at the hands of Great Britain. 
The pact itself, however, cannot be explained by psychological 
considerations. It may have been the consequence of imperialist 
ambitions on the part of the Soviet Government, necessitating 
a temporary division of hunting grounds with Nazi Fascism 
with tlie silent proviso of a struggle for predominance at a 
later stage, or of the desire to avoid a major war at all 
costs. 

Whereas German imperialism must expand or explode, 
Soviet economy disposes of practically everything it needs, and 
wants peace more than anything else to exploit its material 
and technical resources at leisure. None of the weaknesses still 
existing in the economic system of the Soviet Union could be 
remedied by annexations and the exploitation of other peoples. 
A policy of imperialist expansion would bring the Soviet 
bureaucracy into defnite conflict with the interests of the 
Russian workers^ and peasants. It would be completely inde¬ 
fensible from a rational viewpoint, and it could be explained 
only by the extreme degeneration of the Soviet bureaucracy 
which in this case would be more and more influenced by the 
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enormous role of the armaments industry in the economic 
life of the country and by the influence of the army officers 
within the ruling caucus. 

Is it probable that the Russo-German pact, the following 
annexation of'Eastern Poland as well as the taking over of the 
Baltic states, the attack on Finland and the annexation of 
Bessarabia and Northern Bukoxina were expressions of im¬ 
perialist ambition? Ambitions of this kind were certainly not 
completely absent. But in view of the slight economic value of 
the territories concerned {in comparison with the resources of 
the .Soviet Union) it seems almost certain that the main reasons 
for all these actions were strategical ‘necessities’ from the point 
oi‘ view of the Red Army, Navy, and Air Force staffs. The 
orientation of Soviet policy according to the alleged necessities 
of the military situation is itself a fateful sign. The decisive 
factor in the determination of military' policy ought to be 
political; the subordination of policy to military considerations 
is itself the symptom of a lack of political leadership—and 
particvtlarly in the case of Finland it is clear that the phantom 
of an allied war of revenge on Russia was the misguided 
starting-point for the whole inglorious adventure. 

Imperialist ambition on the part of the Soviet Government 
was and is a very' secondary motive force of its foreign policy, 
although the ruling bureaucracy is clearly unable to with¬ 
stand the attractions of a profitable and perfectly safe adventure 
in this direction should it offer itself by chance. The paramount 
motive of the Soviet power in concluding the non-agression 
pact with Hitler must have been the desire to avoid war with 
its most dangerous potential enemy at any price. This plausible 
assumption, while incompatible with the hypothesis that the 
bureaucracy is already in acute conflict with the interests of 
the Russian people, leads to the conclusion that the Soviet 
bureaucracy has lost the ability to act rationally in the interests 
of its own self-preservation. 

The Hitlcr-Stalin pact docs not make any sense under the 
assumption that the Nazis arc going to lose in the struggle 
against the Western Democracies. In this case Soviet Russia 
would have been only provoking some of the most powerful 
military and naval Powers in the world for the very shabby 
price of Eastern Poland, the Baltic States, and parts of Finland 
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and Rumania. The basis of the pact with Na2i-Germany can 
only have been the belief that the Nazis will conquer their 
imperialist rivals, whether in open warfare or owing to their 
cowardice and degeneration. If this assumption is thought out 
to its conclusion it appears that Stalin has—at least as far as 
it was in his power—presented Hitler with the rule over 
Europe. But according to political and economic, legal and 
diplomatic considerations, victorious Nazism is bound to be 
the mortal enemy of the Soviet Union, and would not be 
deterred by a scrap of paper from improving its position at 
the expense of the Bolsheviks. This elementary truth has not 
been doubted up to now by anybody—least of all by the rulers 
of the Soviet State. There is no other way out but the melan¬ 
choly conclusion that the Hitler-Stalin pact was a consequence 
of the desire of the Soviet bureaucracy to stay out of the 
beginning conflict at any price, even at the price of aiding and 
abetting Fascism in its policy of aggression, which, if not 
stopped at an earlier moment, is bound to end with aggre.ssion 
against the Soviet Union. 

It must not be overlooked that this action of the Soviet 
Government has done not a little to justify after the event its 
assumption that the then impending and now raging struggle 
between the Nazis and the democracies will end with the 
victory of Hitler. Even if the Soviet Government was right 
under the circumstances to decline obligations towards the 
Governments of the democracies—which were still those of 
Munich—its fundamental interests ought to have induced it 
to fight against Hitler once it had become clear that the 
democracies were really going to fight it out. Whereas such a 
policy of the Soviets would have made Hitler’s victory com¬ 
pletely impossible, the benevolent neutrality of the Soviet 
Government towards German Nazism greatly increased its 
chances of success. In other words: the Soviet Government 
has done all in its power to help Hitler to become strong 
enough for a successful attack on the Soviet Union. This action 
of the-Soviet bureaucracy is its first important political action 
with clearly suicidal tendencies, the first handwriting on 
the wall. 

This meaning of the latest stage of Soviet international 
policy is hidden from the superficial observer beneath the 
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apparent successes of the Sonets since the outbreak of the 
present war. Poland, Finland, Bessarabia, and the Baltic 
States—a gain of 20,000,000 people at the cost of only one 
serious campaign lasting not much more than three months— 
form an impressive array of ‘victories.’ But apart from the 
fundamental objection that victories of this kind arc by no 
means a gain for a country' with the professed principles and 
the social structure of Soviet Russia, and furnish her enemies 
in case of need with the strongest fifth Column encountered 
anywhere, their \aluc is completely depreciated by the fact 
that these \i( torics were nothing but insufficient compensations 
for incomparably more valuable—and potentially more dan¬ 
gerous-acquisitions by German Fascism. Eastern Poland and 
the Baltic states as compared to Western Poland, Vyborg as 
compared to Norway, Bessarabia as compared to Rumania 
and Bulgaria, must be regarded as thoroughly bad bargains 
by the coldest realists. 

Nor is this the whole story’. The safety of Soviet Russia 
depends not only on the state of its frontiers, which have been 
immeasurably weakened by the disappearance of all buffer 
States, and even by their partial absorption by Russia, but 
mainly on the distribution of military and political power 
throughout Europe and the world. In Europe it was the 
balancing of a militarist and aggressive German imperialism 
by France, in Asia the balancing of Japanese militarism by 
Great Britain and the United States, which was the justly 
conceived object of Russian policy before August 1939' Since 
then Russia actively contributed to the destruction of France 
by permitting the Nazis to concentrate their military machine 
on this task, and even more by abusing her influence on the 
french working classes not only to the detriment of France but 
of Russia herself. Whether voluntarily or under compulsion 
the Soviets arc helping the Nazis to blunt the greatest weapon 
of British sea power, the blockade, and by their ambiguous 
attitude they have sabotaged the formation of a defensive front 
against Nazi imperialism in the Balkans. On the other side, they 
have been unable to prevent the military alliance between 
Germany and Japan which may be used against Great Britain 
and the United States, but which must be used against Russia 
should her new friends survive the present struggle. 
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The reason for this fatal change of policy cannot be found 
in the vacillating attitude of Great Britain and France, although 
this may have precipitated it. The Soviet rulers never wanted 
to collaborate with the ‘peace-loving nations’ for the sake of 
peace, or for the sake of other ideals; their justly dominating 
motive was always the protection of the Soviet Union, inc hiding 
their own position. The non-aggression and friendship pacts 
with the Nazis arc fundamentally an expression of deep mis¬ 
trust by the Soviet bureaucracy in the \\illingncss of the 
Russian workers and peasants to wage a life-and-dcath struggle 
for the maintenance of the existing regime. It seems that this 
mistrust is justified—but it is more than doubtful whether this 
struggle will be spared the Russian people after all. In this case 
the policy of the Soviet power would cause it to be waged in 
almost hopeless conditions. 

After acting as an instrument for the fulfilment of a great 
historical necessity in the years of the Great Russian Revolu¬ 
tion, after combining a progressive historical role with the care 
for its own particular interests in the years of the First Five 
Year Plan, the Soviet dictatorship has established itself as an 
independent power above the classes of Russian society. It has 
solved some of the difficulties and overcome some of the 
conflicts inherent in Russia’s peculiar historical development 
which threatened the maintenance of its own position. But its 
policy has been increasingly dominated by a narrow self- 
interest which was responsible for the growth of privilege at 
home and an utter lack of principles in international affairs. 
In little more than two decades the Soviet system and the 
Communist Party have almost completed one of the most 
tragic careers in history. 

Is there anything in the record of Russia’s rulers to suggest 
the possibility of a reversal of the fateful present trends? The 
two great conflicts of the ruling Soviet power were the period 
of War Communism and the ‘second agrarian revolution.’ 
The cautious and shortsighted ‘realists’ in the Kremlin are 
clearly incapable of the flaming belief in their ideals and the 
glorification of sacrifice which made the Communists of 1920 
survive victoriously the years of civil war and intervention. 
But they are the very men who blundered at first into a grave 
crisis by their lack of imagination and their unwillingness to 
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look unpleasant facts squarely into the face and then solved 
it, though brutally and at unnecessarily high expense. 

The facts do not warrant the prophecy that Stalin and 
Molotov arc under all circumstances unable to reverse their 
foreign policy in 1941 as they reversed their internal policy 
in 1928, but they permit even less any serious hope that they 
will do so. The first and most obvious reason for this pessi¬ 
mistic assumption must be found in the balance of pow-er. 
Owing mainly to the results of Soviet policy, Nazi Fascism is 
to-day incomparably stronger on land than any combination 
of its enemies. Although this state of things may not last for 
ever and cvcr>'^vhcrc, it is bound to remain in the East longer 
than anywhere else. Perhaps even more important is the fact 
that the Soviet dictatorship is to-day not backed by the whole 
urban population, and particularly the masses of the workers, 
to the same extent as it was in 1928. By obtaining economic 
privilege for the bureaucracy and creating or protecting 
privilege among the working-class aristocracy it has destroyed 
that social harmony which was the basis of its strength in 
times of crisis. 

Born out of the convulsions following the Great War of 
1914-18, the Soviet dictatorship is in acute danger of being 
swallowed up by the present war or its inevitable aftermath. 
If this war crisis ends with the overthrow of the Nazis and 
revolution In Central and Eastern Europe, the position of 
the Soviet bureaucracy would be greatly endangered, if not 
destroyed, by the revolutionary wave coming from the West. 
If the war ends with the stabilization of German imperialism, 
whether by a victory of the Nazis or otherwise, the existing 
bureaucratic regime and the cause of the October Revolution 
would be faced with an ordeal the dangers of which cannot 
be exaggerated. 



Postscript 

This forecast has been outdistanced by the course of c\’cnis. 
In spite of all endeavours to preser\e peace at any price, 
Soviet Russia has been attacked by German Fascism. The 
peoples of the Soviet Union and their Government are fighting 
for their lives and for the preservation of achievements which 
arc, in spite of all, worth fighting and dying for. 

To predict the outcome of this war would be folly. The Red 
Army may not be able to avoid bitter defeats and loss of 
valuable territories, but this struggle can be only won by 
German imperialism with the complete destruction of the 
Soviet power—and this result is by no means necessary or even 
probable. 

The preceding analysis has traced the formation and gradual 
ossification of a ruling bureaucracy within So\'iet society and 
stressed the dangers of this development. The events of the last 
few days efface all expressions of opinion, however well founded, 
but they must not make us forget the facts. It may be doubted 
whether the Soviet Government is capable of that foresight 
and tenacity, that will to sur\’ivc and that resolution to use all 
means, however desperate, which the struggle demands. Such 
doubts are to a certain extent natural, if the past record of the 
Soviet Government since August 1939 is taken into considera¬ 
tion, but fortunately they arc unlikely to be justified. 

Nazi Germany docs not attack Soviet Russia for her short¬ 
comings but for her achievements. The Soviet Government has 
attempted to safeguard itself by a policy of supporting Fascism 
which was essentially opposed to the interests of the Russian 
people; this attempt has failed, and to-day it is in the interests- 
of Goverftment and people alike to fight to the bitter end. No 
conflict of interests divides the Russian workers and peasants 
and their Government in this war. What is more, all barriers 
between the people and its rulers will be an obstacle to its 
successful prosecution. 

Many of the great economic achievements of Soviet rule will 
be destroyed, poverty will increase and famine may threaten, 
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Germany may plunder the richest provinces of Russia and 
exploit their natural and social resources—but the Soviet 
power can survive. Such a sursival would necessitate a radical 
change in its relations to the people, but this is possible and it 
has been, indeed, made possible only by this war. 

U is only the stubborn resistance of Great Britain, with the 
help of the United States, which has made the Nazi attack 
against Russia necessary at this stage and which justifies the 
liope that Soviet Russia may survive this ordeal. This connec¬ 
tion is by no means fortuitous; by isolating Soviet Russia and 
cutting the connecting links to the outside world, the period of 
ci\il war and intervention drove the Soviet regime into a 
wrong direction—to-day its chance of sunival lies in the 
strengthening of its international connections. Besides Great 
Britain and the United States, whose interest in the fate of 
Soviet Russia is based on immediate strategic necessities, the 
Soviet Union is the natural ally of the oppressed masses of 
Europe, although the Nazi-Soviet pact must have considerably 
confused and bewildered them. By mobilizing the powerful 
latent energies of the domestic enemies of Fascism, particularly 
in Germany, the Soviet Government may hope not only to 
wage war against Nazi Germany in the most cflicient manner 
but also to free Soviet Russia from that international isolation 
which is the most important reason for the degeneration of the 
Soviet system. 
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